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EXPLANATORY NOTES 


The designations employed and the presentation of the material in this 
publication do not imply the expression of any opinion whatsoever on the 
part of the secretariat of the United Nations concerning the legal status of 
any country or territory or of its authorities, or concerning the delimitation 
of the frontiers of any country or territory. 


The following symbols have been used throughout this SuRVEY: 


. = not available or not pertinent; 


— = nil or negligible; 


* = estimate by the secretariat of the Economic Commission for 


Europe. 


In referring to combinations of years, the use of an oblique stroke—e.g. 
1969/70 signifies a twelve-month period (say from 1 July 1969 to 30 June 
1970). The use of a hyphen—e.g. 1968-1970—normally signifies either an 
average of, or a total for, the full period of calendar years covered (including 
the end years indicated). 


Unless the contrary is stated, the standard unit of weight used through- 
out is the metric ton. The definition “ billion” used throughout is one 
thousand million. Minor discrepancies in totals and percentages are due to 
rounding. 


References in tables or charts to the OECD (Organisation for Economic 
Co-operation and Development) refer to the west European members of that 
organization (i.e. excluding Canada, the United States and Japan) unless 
otherwise stated. 
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CHAPTER | 


INTRODUCTION 


This study is concerned with the formulation of 
certain comparisons and generalizations about patterns 
of economic growth in Europe.! It is a contribution 
to the continuing study of long-term trends in Euro- 
pean economic development initiated by the Economic 
Commission for Europe. It is hoped to pursue these 
studies, in greater depth, in future publications. 


The conclusions set out in this report rest largely 
upon cross-country analysis of structural development, 
rather than upon intensive study of each individual 
economy. The approach implies a presumption that 
there exist certain common patterns of growth towards 
which the growth patterns of individual countries 
tend to converge. Such common patterns may be found 
in all European countries, or may be confined to groups 
of countries which share certain basic characteristics 
such as their level of development or their economic 
and social systems. Hence, although an effort can be 
made to find certain basic uniformities among all Euro- 
pean countries (and this can be extended to industrial- 
ized countries outside Europe), it has generally been 
found more convenient to consider separately three 
major groups: the market economies of industrial 
western Europe, the less industrialized market economies 
of southern Europe and the centrally planned economies 
of eastern Europe and the Soviet Union.? 


Thus somewhat different approaches have been 
adopted towards the analysis of structural change in 
eastern and in western Europe (and, in certain respects, 
within western Europe, in the industrial and southern 
countries). Yet it will be evident that some fundamental 
elements in the changing economic structures which 
are analysed here are common to all countries where 
a solid industrial base has been established. We may 
instance the general tendency, to which some attention 
is paid here, for rates of economic growth to be slower 
in countries at more advanced levels of economic de- 
velopment, or maturity. Among the many reasons 


1 For an earlier analysis by the ECE, see “Some Factors 
in Economic Growth in Europe during the 1950s * (published 
in 1964 as Part 2 of the Economic Survey of Europe in 1961). 

2 For brevity, these groups are described as: (1) “ industrial 
western Europe”; (2) “southern Europe "Greece, Portugal, 
Spain, Turkey and Yugoslavia); and (3) “eastern Europe 
including the Soviet Union. When groups (1) and (2) are treated 
together, they are described as “ western Europe © or the “ market 
economies ”; and group (3) is also described as the “ centrally 
planned economies ”. For several of the analyses, data for the 
United States, Canada and Japan are also introduced for 
comparison. 


suggested in the literature, one is the nature of tech- 
nical progress: opportunities for increasing output 
through improved technology—which can be taken to 
include improved methods of organization in the widest 
sense, as well as technical innovation—must tend to 
diminish, although they certainly do not disappear, as the 
level of economic maturity rises. This is because of the 
greater opportunities for assimilation of existing technol- 
ogy open to the less advanced. Moreover, the possibi- 
lities of using advanced technology depend largely on 
opportunities to realize economies of scale; and in practice 
the opportunities are related to the level of maturity. 
Again, the stimulus to economic and technical progress 
afforded by foreign trade is likely to be most effective in 
the less advanced countries (provided that they are in a 
position to allow the stimulus to operate). These ele- 
ments in the process of structural change are com- 
mon to societies which have already passed a certain 
threshold; beyond it, the ability to absorb and apply 
improved technologies and methods of organization 
can operate with, at first, gathering force. 


Again, statistical observations, in both east and 
west Europe (of which some are reported here) support 
the view that fast long-term rates of output growth 
breed fast rates of productivity growth. But economies 
of scale may not be realized without, at the same time, 
an increasing input of labour. Thus the supply of labour 
available to industries with the greatest potential for 
expansion may exercise a significant constraint on growth. 
In countries which are industrializing, a main source 
of extra labour supply for expanding sectors is the 
“reserve” of under-utilized labour, particularly in 
agriculture. With increasing economic maturity there 
is a general tendency for this reserve of labour to become 
exhausted as levels of income, and productivity, bet- 
ween agriculture and other sectors become more equal. 


* 
* * 


One purpose of the study is to provide a general 
background for considering some aspects of the possible 
rates and patterns of economic development during 
the coming 10 to 15 years. It is hoped that this may be 
of some use to those concerned with development 
policy in individual countries and with the international 
economic environment which is playing an increas- 
ingly important role in all planning for the future. 
Thus the study contains tentative economic projections 
for the years up to 1980 flowing from the historical 
analysis of the 1950s and 1960s. 


Structural trends and prospects 


It must be emphasized that these projections are not 
intended to be “ forecasts” in the sense of statements 
of what are regarded as the most probable future rates 
or patterns of development. Nor are the projections 
necessarily identical with the “perspective plans” or 
projections for comparable periods ahead drawn up, 
or in course of being elaborated, by national author- 
ities and other experts in several European countries 
or in international organizations.’ This is certainly 
not because the authors of the present study consider 
that their methods or knowledge—or their intuitions— 
are likely to be more accurate than the results of the 
careful work now being done elsewhere. The special 
feature of the projections made here is that they are 
built on a foundation of international comparison. 
The projections are intended simply as illustrations 
of the consequences of certain conclusions—whose 
validity as explanations of past development can be 
judged from the evidence provided in the study—about 
some aspects of the international pattern of development. 
It is recognized that they may be invalidated, if taken 
as probabilistic forecasts, by a variety of factors pecu- 
liar to the circumstances of individual countries. It 
will be seen from the analyses which follow that to every 
generalization about patterns of international develop- 
ment there are individual exceptions—some within 
the margin of error of analysis, some the result of stat- 
istical incomparabilities, but others clearly significant 
of special factors determining the recent economic 
development of the nations concerned. Some of these 
factors will continue to operate, others will vanish or 
be replaced by new ones. This limitation on the pro- 
jections made in the present study must be recognized 


The present stage of the study is almost wholly con- 
fined to the analysis of trends in output and employ- 
ment, both in total and by major producing sectors. 
Trends in the patterns of expenditure have not been 
studied. The pattern of output does of course reflect 
changes in patterns of final expenditure, and of the 
effects of foreign trade, and incorporates also the effects 
of changes in input-output coefficients for intermediate 
goods and services.4 But it embodies these influences 
only in a composite form, and does not distinguish 
their relative importance as factors in the rate, or pat- 
tern, of growth. Moreover, the methods used depend 
heavily on extrapolation of past trends in major variables 
or of the structural relationships between them, as 
well as on the continuance of certain uniform features 
that have been found in the international pattern of 
development. 


3 Comparisons of the present projections with projections 
by national authorities will be found on pages 40 and 134. 
For a fuller discussion of methods used in national planning 
see ECE, Macro-economic models for planning and policy- 
making, United Nations, 1967. | 

4 Progress is being made in the comparative analysis of a 
collection of input-output tables for about 20 European countries, 
converted with the help of national statistical offices to a uni- 
form classification. Results will be published as soon as possible. 
It is hoped to use these input-output tables for improvement 
of the structural] analysis. 


For these reasons, the study is far from a complete 
explanation of the reasons why different economies 
have grown at different rates, or in different patterns. 
Nor can the projections take much account of efforts 
that may be made in future to change the rates and 
patterns of national development in order to solve 
new problems and to meet new needs. 


Analysis of economic growth and development may 
be attempted from many points of view—historical, 
sociological or technological. In this study, the approacn 
is rather severely statistical. It may not be necessary 
to labour the fact that all international comparisons 
in statistical terms are necessarily imperfect.® Macro- 
economic statistics are not yet always accurate measures 
of the concepts they purport to describe. And, in spite 
of the efforts made to improve international statistical 
standards, comparisons between countries аге still 
made hazardous by differences in the definitions of the 
concepts measured as well as by differences in the 
methods of measurement. Where such differences are 
known to exist, and could affect the conclusions, they 
are indicated, but many will have been missed. 


It is also fully recognized that the concepts which 
macro-economic statistics attempt to measure have 
only a restricted significance. Thus the growth of total 
output or consumption of goods and services at con- 
stant prices, per head of population, is not necessarily 
a measure of increasing welfare. Such measures include 
many costs of economic development, as well as its 
benefits. Nevertheless, these concepts and _ statistics, 
with all their imperfections, are in fact used as impor- 
tant summary indicators of progress, and as guides to 
economic policy. They do not meet all the requirements 
of those who take a broad view of the nature of economic 
progress or of the objectives of social advance, and 
may well mislead those who attach excessive importance 
to them. But they still serve a strategic purpose when 
their limitations are appreciated. 


* 


* * 


Chapter 2 of the study deals with structural develop- 
ments in eastern Europe and the Soviet Union. Chap- 
ter 3 deals with western Europe; it should be noted 
that it has, for some purposes, been found desirable 
to consider southern Europe, within this chapter, as 
a separate group from the industrial countries, and 
also that some comparative references are made to the 
United States, Canada and Japan. 


At several points throughout the study, the analysis 
of economic development rests upon a comparison 
of the levels of incomes per head in different countries. 
Such comparisons are necessarily dubious; to avoid 


> For example, the growth rates shown for output at constant 
prices, either historically or as projected, must depend upon 
the base year used for valuing output at constant prices—a 
consideration of some importance when either the output structure 
of the economy or the structure of relative prices is subject to 
substantial change. 


Introduction 3 


excessive reliance upon comparisons based on the simple 
conversion of national currencies at official exchange 
tates—which can, in certain cases, be highly misleading— 
an attempt has been made to develop an alternative, 
but still highly experimental, method of comparison 
of income levels which can be used as a basis for cer- 
tain broad kinds of analysis. This is reported in chapter 4. 


The present study contains little on the part played 
by foreign trade in structural development. Research 
on long-term changes in foreign trade patterns and 
their relation to the development of national economies 
is in progress in the Secretariat. Some results are reported 
in “ Trade dependence in European countries” in the 
Economic Bulletin for Europe, vol. 21, No. 1. 


It may be convenient to summarize here for easy 
reference the quantitative projections of output growth 
which emerge from the study (see the table below). 
The qualifications attached to them have been briefly 
indicated above; the meaning of the projections can 
be understood only in the light of the subsequent dis- 
cussion of the methods used to arrive at them. 


Summary of past and projected growth rates 


Annual percentage growth rates 
(1963 prices) 


Gross domestic 


Industry @ product 8 
1950 1965 1950 1965 
to 1967 to 1980 to 1967 to 1980 
Centrally planned economies 
Bulgatiai gece ace sass ta): 13.4 8.5 7.4 6.5 
G@zechoslovakial .........- UP 5:9 5.2 4.9 
Eastern Germanys... -- WS 529 5-5) 4.9 
Торос оо ь ос 8.4 6.2 4.9 50 
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INOMANIA™ ооо 17 Sy) 7.7 Tel 
Soviets Union) erie eo eee ORS 7.4 7.6 6.1 
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CCOMOMMES бъаоодосовюос 9.9 es eo 6.0 


Gross domestic 


Manufacturing product 
1953 1965-1967 1953 1965-1967 
to 1967 to 1980 to 1967 to 1980 
Market economies 
Industrial west 
AUSITIAME LT т 6.0 5.0 Dail 4.7 
IBA UIT Qaoneeoh обо Joie 5). 22 5%] 4.2 
ВЕ < соочолосоннао 5.6 Ц 4.4 4.3 
Рада pote ree 6.0 556 4.8 ий 
Brance а а 5.5 Ee, 4.9 4.6 
Western Germany ..... 6.8 Sal ad) 4.6 
rela ie nare ater teenie: Srl 6.3 2S) 4.9 
А а. 8.0 6.9 S63) 5.5 
ЕЯ 9 доооооровин 5.9е 5.6 4.8 4.6 
Мора ет 4.8 8.) 4.1 4.5 
БЕС О 6.0 Soll 4.2 4.2 
United Kingdom ...... Bee 4.0 2.8 3.6 
Total industrial west®f... 5.6 552 4.5 Ar 
SOUtHEr Е орет 
GECCO inca Ceres 8.0 9.5 5.8 6.9 
ПОИИЯ Copasconcge oa 8.2 8.5 5.1 6.5 
SPAM an cae cys Poa ssceinsste, +8 81 8.5 5. 6.3 
VOUS ENE os boo on onaec Mil si 10.0 8.39 7.89 
Total southern Europe °” 9.3 9.1 6.3 6.8 
Total market economies © +)” Sic 5.6 4.6 4.7 


Sources; Centrally planned economies, chapter 2, tables 2.6 and 2.31. Market 
economies, chapter 3, tables 3.1, 3.8 and 3.35. 


@ Mining; manufacturing; gas, water, electricity. Net output. 
> The corresponding figures for net material product are: 


1950 to 1967 1965 to 1980 


Bulgarian centile tor 8.0 6.7 
@zechoslovakiay ie .sayels iors Sia" 5.3 
Eastern Germany ......... 6.1 5.4 
Hungary scan cease orn 5.8 5.4 
Poland еее 6.7 6.3 
Romania еее 8.3 ee) 
Soviet МОЙ: ccc. cei one 8.2 6.4 

TOTAL 7.6 6.3 


с 1963 output values for individual countries extrapolated by trend growth rates 
and aggregated. 

@ France: based on national accounts series before 1968 revision, and on SNA 
concept. 

€ Netherlands: the corrected figure is 6.3 (see table 3.1 (chapter 3), footnote e). 

f Switzerland excluded. 

9 Yugoslavia: gross material product. 

h Turkey excluded. 


СНАРТЕВ 2 


GROWTH AND STRUCTURAL CHANGE 
IN THE CENTRALLY PLANNED ECONOMIES 


2.1. TRENDS IN OUTPUT, EMPLOYMENT AND OUTPUT PER MAN—1950-1967 


(i) Problems of inter-country comparisons of growth rates 1 


Any index purporting to measure output growth 
over a relatively long period of time can only have an 
approximate meaning and this is true even more where 
growth has been rapid and characterized by profound 
structural changes. Moreover, in the centrally planned 
economies, internal price relations have tended to 
change rather abruptly so that the use of two—even 
not too distant—base years may yield significantly 
different growth estimates. These as well as other fac- 
tors tend to complicate the inevitably difficult problem 
of growth measurement in these countries.2 


In addition to the problems just mentioned there are 
a number of other difficulties in any inter-country 
comparative study of time trends. Even within the group 
of centrally planned economies the comparability of 
available growth indices is affected by such factors as 
differences in the definition of production,? the practice 
of price fixing (varying incidence of turnover taxes, 
capital charges and profits for different commodities 
and sectors) or the treatment of various balancing 
items, particularly those arising in connexion with the 
dual price system prevailing in foreign trade accounting. 


1 The historical period covered in this chapter is somewhat 
longer than that for the European market economies (chapter 3). 
It includes the years from 1950 to 1967 instead of 1953 to 1967. 
With the inclusion of the years from 1950 to 1952, two full 
phases of post-war economic development are encompassed, 
as is shown later. An exception is made for eastern Germany, 
where the post-war development period began around 1952 
and hence 1952 is generally used as the base year. For Bulgaria 
the period covered is also 1952 to 1967, because of insufficient 
data for the earlier years. 

2 Some problems, such as those posed by the appearance 
of new products, changes in the quality of old products, dis- 
guised price movements, etc., appear in any calculation of output 
indices. In the centrally planned economies, output indices 
are generally used not only as a statistical measure but largely 
as plan indicators and success criteria as well. Problems of mea- 
surement which arise in this connexion were dealt with in the 
Economic Survey of Europe in 1962, Part 2, “ Economic Planning 
in Europe ”, chapter II. 

8 The most important differences arise in connexion with 
the treatment of non-material services rendered by the transport 
and communications sector; Hungary since 1958 and Poland 
since 1960 include such services in the “ boundary of produc- 
tion ”, while other countries exclude them. 
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Other important elements are differences in the frequency 
with which the index bases were changed,* and in the 
practice concerning revision of the aggregate in the 
light of subsequently adopted sectoral weights.® 


Yet for a study such as the present one, which is 
essentially comparative, it is necessary to base the 
analysis on indices which are, so far as practicable, 
comparable in order to provide a common standard 
of reference. For this reason, indices have been con- 
structed for each country by reweighting the existing 
national indices of growth of the major sectors (industry, 
agriculture, etc.) by means of the 1963 inter-sectoral 
price structure.6 Growth rates computed on the basis 
of these official and reweighted indices are shown 


4 Thus in Hungary, for instance, there was a shift in the 
index base in 1949, 1954 and 1959. In Romania, on the other 
hand, the index for the period 1950-1965 is estimated by linking 
two parts, one for the period 1950-1959 based on 1950 prices, 
the other for the period 1959-1965 based on 1955 prices. Starting 
with 1965, a 1963-based index is used. It is a usual statistical 
experience that indices of output volume based on recent weights 
tend to show smaller increases than those with a more distant 
weight-base. In this particular instance the increases in the 
official Hungarian index has evidently a downward bias in 
relation to the Romanian and some other national indices of 
the area. 

5 Again, taking Hungary as an example, the index mentioned 
in the preceding footnote was subsequently revised by recomput- 
ing the 1950-1959 part on the basis of the 1959 sectoral weights 
and taking the average of the original and recomputed indices. 


Differences exist not only between countries but also in the 
treatment of estimates for various periods in the process of 
linking them together into a single index. For instance, the 
officially reported index of NMP growth in Poland for the 
period 1950-1965 consists of three parts linked together by 
varying methods. Thus the originally computed index for the 
period 1955-1960 (in 1956 prices) was linked with the index 
for the years 1960-1965 (in 1961 prices) without recomputing 
the aggregate index on the basis of the new weights attached 
to the component indices. However, the index originally calculated 
for the period 1949-1955 (in 1950 prices) was linked with the 
index for the following years after recomputing the aggregate 
index in terms of the new weights attached to the components 
of expenditure. Since the change of weights was almost twice 
as high for consumer goods as for investment goods, and since 
consumption grew in this period at a much lower rate than 
accumulation, this resulted in a considerable lowering of the 
aggregate index. 

6 The same procedures have been applied to the output indices 
for the market economies. 
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separately in the two parts of table 2.1.7 None of these 
sets of figures is inherently superior as a measure of 
past growth performance, although, as already men- 
tioned, from the point of view of international com- 
parability the reweighted figures may well have a certain 
advantage. 


In columns 1 to 4 of both parts of the same table, 
growth rates obtained from the same basic data—but 
differing in the methods of calculation—are presented. 
Each of these methods has its own application and, 
although subject to different algebraic restraints, has 
at different times been used to provide a measurement 
of historical “trends”. It is, of course, well-known 


7 For the official and reweighted indices, see Appendix table 2.1. 


that measured growth may differ in accordance with 
the algebraic formula used for calculation. The impor- 
tant thing here is to test the extent to which differences 
in calculation technique influence the different results. 
Such differences indicate—among other things—how 
smooth the growth path has been. 


The result of all this is a wide spectrum of rates, 
once more a reminder of the tentative nature of any 
growth measure.8 The data suggest that measurable 


8 Thus, in what is a rather extreme case, in Romania the 
growth of the NMP shows a range of between 7.4 and 10.1 per 
cent depending on which panel or column is chosen. But even 
in Poland — for which differences between the rates are relatively 
the smallest—a range of between 6.5 and 7.1 per cent is indicated. 


TABLE 2.1 
Estimated growth rates of NMP 1950-1967 by various methods of calculation 


ee 


Panel A (official indices) 


Panel B (re-weighted indices) 


Country Gi G2 G3 G4 От G2 G3 G4 
ВО ра а 8.5а 8.7 Sa) 8.3 8.0 8.3 ИСТ 7.8 
Ezechoslovakia ....... 6.0 6.1 5 5.4 See Dod! 4.9 4.8 
Eastern’ Germany ..... 5. (Е Sa 5.6 SS) 6.1 6.1 6.0 5.8 
ОУ coscconnsucne 5.8 6.0 55 5.6 5.8 (И SIS) 5.6 
Ро 7.0 ал 6.9 6.7 6.7 6.7 6.6 6.5 
потап 9.7 10.1 9.0 8.9 8.3 8.9 Fi xt! 7.5 
ИЕ WMC cosoncocc 8.9 9.0 Sau 8.4 8.2 Sree 8.1 7.9 


Sources: 


official and re-weighted indices as obtained from officially 


reported sectoral indices in constant prices 


and the share of these sectors in total net output in terms of 1963 prices. Official data on the distribution of net output 


in 1963 by broad sectors are available in the national yearbooks for that year. 


Sectoral indices of net output covering 


the whole period were compiled from various official sources and in some cases from indirect data. Among the more 


important estimates prepared by the secretariat are these for eastern Germany 


Soviet Union 1950 to 1958. 
@ 1952-1967. 


The methods of calculation of growth rates are as follows: 


Geometric average growth rate 


G1 = (6 — 1) . 100 where 
= n—1 у Yn 
Yl 


and Yn and УГ refer to output in the last and in the first 
years respectively of the period studied. 


Arithmetic average growth rate 


G2 = (6 — 1) . 100 where 
n r 
i 1 У Yt 
n-1 ee Yt-1 
and Уф refers to output in the successive intermediate 
years (f) 


Least square exponential rate 
G3 = (b—1) . 100 where 


in which 6 is estimated аз: 
и] 


of 


= 
№ 1 log У 


log b = 
12 


An analysis of the advantages and shortcomin 
Growth and its Measurement ” 
April 1961. 


1952-1954 and 1956-1959, and for the 


and a’ is estimated as: 


n 
> log У 
1 


log а’ = ————— 
n 


and У” refers to the estimated output in the year (1) 
and a’ to the estimated output in the base year. 


“Glover” exponential rate 
G4 = (b—1) . 100 where 
1—1 
у == ЕР 


and 6 is calculated according to the expression 
n—1 


У 
y= 
ae Г 1 (= A 
jag Yep pee 
= 
» Yt 
7—0 


b M os 

rare ait) (О) У 
п 

i—@0 


and the notations “ Y” and “a” are as above, and the 
value of 6 corresponding to М can be read from avail- 
able tables running from n = 2 to n = 40. The tables 
(and formula), developed by James W. Glover, can be 
found in Tables of Applied Mathematics in Finance 
Insurance Statistics, Ann Arbor, Michigan, pp. 470 ff. 


gs of each of these methods can be found in В. P. Pesek “Ec i 
i > $ wale $ conomic 
» Economic Development and Cultural Change, vol. IX, No. 3, University of Chicago press, 
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growth during the period considered was very sensi- 
tive to even the slightest re-weighting procedures.9 


This sensitivity is of importance if one considers that, 
in projecting aggregate output on the basis of a sectoral 
breakdown, a recent weights pattern must be relied on. 
And, since such patterns have in the past produced a 
lower growth rate than officially reported, a certain 
deceleration in the projected rate is bound to appear 
even if one is to assume that sectoral growth rates will 
remain unchanged. The computed growth rates were 
also, in certain cases, sensitive to variation in the 
technique of computation. The degree of sensitivity is 
of importance in that it helps to illustrate the differ- 
ences which may appear if—in selecting a trend 
figure for projection—one or other of the indicated 
techniques is used.10 


(ii) Differences between NMP and GDP growth rates 


In order to improve somewhat the comparability 
of the available growth indices for the centrally planned 
economies with those for other countries, an attempt 
is made to allow for the exclusion of depreciation and 
services from the officially reported indices pertaining 
to the net material product (NMP). The conversion 
from the NMP to the GDP concept is carried out in 
two steps. First, an allowance for depreciation is added 
to derive what may be termed a gross material product 
(GMP) aggregate.1! Second, GDP figures for 1963 are 


9 As would be expected, the effect of re-weighting generally 
is to reduce the recorded growth rate. This is largely due to 
the fact that agricultural output has tended to grow at a lower 
rate than the output of other sectors, and that the relative valua- 
tion of this sector tends to be higher the more recent the period 
taken as a basis for valuation. Eastern Germany is the only 
country for which the re-weighted index is higher than the official 
one. This is because the official index is weighted here in terms 
of 1967 prices, i.e. in prices of a later year than the re-weighted 
index. 

10 It must be noted here that calculation procedures designed 
to yield the “ best ” measure of past growth may not be those 
best suited for extrapolation purposes. 

11 The value of depreciation allowance was estimated from 
the value of gross fixed assets by sectors, using the following 
coefficients: industry and trade 4.0 per cent, construction 8.0 per 
cent, agriculture 3.3 per cent, transport and communications 


2.5 per cent. 


derived by adding the value of output of the non-ma- 
terial service sector, which is assumed to be equal to 
the proportion of the labour force in this sector adjusted 
by a coefficient reflecting a “normal” relative level 
of product per worker in the service sector with respect 
to the national product per worker at a given GDP 
per capita level. (See page 22 below.) 


Changes over time in the output of the service sector 
were estimated on the assumption that the growth rate 
of productivity of labour in the service sector amounted 
to one per cent per annum on the basis of statistics for 
western countries as provided in chapter 3.12 


A number of alternative measures were presented 
so as to illustrate the range within which “ historical ” 
rates may be found on the basis of the available indices 
of production, both total and by major sectors. In 
the following, the figures in column 1 of the second part 
of table 2.1 are utilized as the “ central measure ” of the 
average growth rate of NMP in the period 1950-1967. 
One reason for this choice, as well as the considera- 
tions already mentioned, is that these figures are more 
comparable to the indices which will be utilized at a 
later stage to follow up changes in the direction of 
movement in the trend line within the period in- 
vestigated.13 


The relevant figures are shown in table 2.2. The data 
suggest, first, that a change from “net” to “ gross” 
material product concept has no significant impact 
on the growth measure. Second, the growth of the ser- 
vice sector must have varied very significantly (owing 
to differences in employment growth) from one country 
to another, the variation probably being greater than 
in the case of commodity producing sectors. The weight 


12 See tables 3.14 and 3.22. In selecting an average growth 
rate of one per cent allowance was made for the fact that the 
data for the western countries include in principle the imputed 
value of owner-occupied dwellings. See also A. T. P. Hill and 
J. Мс Gibbon in Growth of sector real products, Review of income 
and wealth, Series 12, No. 1, March 1966. 


13 This is because indices are used calculated by the С; method, 
which, as can be seen from table 2.1, are in most cases nearest 
to those obtained by the Ge method. Changes in the trend line 
are followed later on by means of five-year moving average 
growth rates calculated by the Gz method. 


TABLE 2.2 


Estimates of GDP growth rates 1950-1967 


Average annual compound growth rate 


Depre- 

Country NMP ciation 
Bulgaria@ ое: 8.0 11.8 
Czechoslovakia .......... Jor 5.4 
Eastern Germany? ....... 6.1 5.8 
Hungary, a. eee ое: 5.8 6.1 
Poland erste os (7 4.8 
jewel oSoacdoude adcacad 8.3 7.7 
8.2 9.9 


Soviet Union 


в 1952-1967. 


Non-material services Estimated pro- 
a чи portion of services 
Employ- Out- in GDP in 1963 
GMP ment put GDP per cent 
8.2 91 4.1 7.4 16.1 
5.2 3.9 4.9 Sez 17.9 
6.0 2.6 3.6 Sipe) 19.4 
5.5 р: 2.9 4.9 20.9 
6.5 Э.Л 4.7 6.1 16.9 
83 3.9 4.9 ТТ 1.5 
8.3 4.2 о 7.6 19.6 
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which the service sector assumes in the economy of 
the various countries (column 8) must also have varied. 
A change from the “ gross material ” to the gross domestic 
product concept has generally tended to lower the 
growth index.!4 


(iii) Trends and relative levels of aggregate 
and per capita output 


It is difficult to conceive a comparative study of 
long-term trends in economic development with em- 
phasis on future prospects without some approximate 
estimates of the level of income already achieved by 
the countries under consideration. Moreover, projection 
techniques often consist in extrapolating interrelations 
found, on the basis of internationa] comparative ana- 
lysis, between the level of development reached as 
measured by per capita income and various dependent 
variables. And although one must proceed cautiously 
when “extrapolating” future developments in the 
centrally planned economies on the basis of interrela- 
tionships found in market economies, it is felt that there 
are areas where such a technique provides а useful 
insight with regard to future trends. 


The problems which arise in trying to compare per 
capita incomes, even for countries with similar economic 
systems, are numerous and well-known. Most important 
here are those which arise from differing internal price 
and production structures and from differences between 
official exchange rates and relative purchasing power 
of the various national currencies; such difficulties are 
greatly magnified in east-west comparisons. Moreover, 
the currently used concepts of aggregate economic 
activity in east and west (NMP and GDP respectively) 
are not comparable, requiring adjustments which, 
at least as far as the estimation of levels is concerned, 
are subject to a rather wide margin of error. 


Internationally comparable indicators of economic 
activity in 1963 were estimated by following a method 
developed by the Institute of Economic Planning in 
Нипрагу.15 А detailed description of the method and 
some analysis of the results relating to the year 1965 
are given in chapter 4. In the current chapter, in addi- 
tion to the 1965 figures, estimates obtained by a similar 
approach for the year 1960 have also been utilized. 
In order to obtain data pertaining to 1963—a year 
which serves as a basis for valuation in both chapter 2 
and chapter 3—the estimates for 1960 and 1965 were 
extrapolated (forwards and backwards, respectively) 
by means of the estimated per capita GDP growth index. 
The resulting 1963 estimates in terms of 1960 and 1965 
prices were adjusted to correspond to average 1963 
prices, and the two sets of figures were averaged. 


In order to facilitate a better appraisal of what the 
selected average growth rates (of GDP in the period 


14 This is an experience which is shared in general also by 
market economies cf. A. T. P. Hill and J. McGibbon, op. cit. 

15 Some results of this work were published in English by 
Е. Ehrlich in Acta Oeconomica, Tomus 2, Fasc. 1-2, Budapest 1967, 
and in Czechoslovak Economic Papers, No. 7, Prague 1966. 


1950-1967: see table 2.2, column 6) represent in terms 
of absolute changes in GDP, its distribution by countries, 
and absolute and relative changes in per capita GDP, 
they are combined with the calculated figures of per 
capita GDP in 1967 in “ average ” 1963 prices expressed 
in dollars.16 The relevant data are shown in table 2.3. In 
the seventeen year period, the GDP of the area rose from 
approximately 115 billion dollars to some 370 billion, an 
annual average rate of increase of 7.0 per cent. The 
growth of the GDP of the Soviet Union was markedly 
faster (an annual average rate of 7.6 per cent) than the 
growth of GDP of the east European countries taken 
as a group (estimated here to have been a rate of 5.9 
per cent). As a result of the more rapid expansion, 
the Soviet Union’s share of the GDP of the area rose 
from some 65 per cent in 1950 to 71 per cent in 1967. 


Among the east European countries, Romania and 
Bulgaria enjoyed very high growth rates, 7.7 and 7.4 per 
cent respectively. Poland was next with an average 
growth rate of some 6.1 per cent, followed by eastern 
Germany (some 5.5 per cent) and Czechoslovakia 
(5.1 per cent). The relatively slowest growth was in 
Hungary with a rate of 4.9 per cent, this being partly 
the result of the inclusion in the estimate of the years 
1954 and 1956 which were characterized by sharp 
decreases in production due to special developments. 


A salient feature of the figures presented is the implied 
negative association between growth rates and per 
capita GDP levels at the beginning of the period observed. 
Only Hungary deviated to a significant extent from this 
pattern, ranking considerably lower in its growth rate 
than would be expected from its relative per capita GDP 
level. 


Since the population increased at an annual rate 
of 1.3 per cent, the growth of per capita GDP in 
the area as a whole is estimated to have been 5.6 per 
cent per annum. Although the growth of the population 
in the Soviet Union was almost twice as fast as that in 
eastern Europe, the higher GDP growth rate was suffi- 
cient to assure a higher per capita growth. Thus, accord- 
ing to the estimates, per capita GDP in the Soviet 
Union rose at a rate of 5.9 per cent as compared with 
a rate of 5.1 per cent in eastern Europe. In absolute 
terms this meant an increase for the Soviet Union 
from around 420 to 1,100 “average” dollars per 
head, valued at 1963 prices. For eastern Europe, the 
corresponding increase was from some 460 to around 
1,070 dollars. 


Relative population growth rates in the east European 
countries were such that the pattern of relative per capita 
GDP growth rates differed somewhat from the pattern 
of GDP growth rates. Romania and Bulgaria raised 
their per capita GDP levels at a rate of some 6.5 per 
cent—significantly reducing the gap in relation to the 
other countries. But Poland, on the other hand, succeeded 
in increasing its per capita product only somewhat 
faster than Czechoslovakia, while eastern Germany— 


16 The 1963 estimates obtained by the method described 
above were up-dated to 1967 by application of estimated GDP 
per capita growth indices over the four years in question. 
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TABLE 2.3 
Estimates of GDP, population and GDP per capita, 1950 and 1967 


GDP 
In billions of dollars 
1963 “ average” prices Percentage distribution Average annual 
County growth rates 
у 1950 1967 1950 1967 рег сет 
Вана ОИ ив 2.26 7.62 2.0 al 7.4 
Czechoslavakianwe muscles. Se eee 8.65 20.33 7.5 5.5 5-7) 
а С А een oe eee 10.17 25.21 8.8 6.9 5:5 
НЕХ ор ИОВА, бр ось 4.44 10.07 3.8 27 4.9 
Poland iG his. cS AEA Sor a EON RPT в 11.14 30.70 9.6 8.3 6.1 
оао И и 3.96 13.94 3.4 3.8 Well 
Total eastern EQropet es eons nee 40.62 107.87 35.1 29.3 5,9 
БО, 75.08 260.05 64.9 107 7.6 
Eastern Europe and Soviet Union ..... 115.70 367.92 100.0 100.0 7.0 
Population 
In millions Percentage distribution Average annual 
———— growth rates 
Country 1950 1967 1950 1967 per cent 
Е wine’: cs ket TP) 8.31 Del 72,5) 0.80 
еп ОА о teers 12.39 14.31 4.6 4.3 0.84 
Raster Crenmany, an, cere ene. 18.39 17.08 6.8 Shell —0.43 
MSA anc pata torre Се 9.34 10.23 95) 3.0 0.54 
а ое И 24.82 31.94 9.2 9.5 1.49 
Е re aaa А 16.31 19.29 6.1 Bad 1.00 
Тов сало Buroper sees. asi wants ose 88.50 101.16 32.9 30.0 0.79 
ЗОВ Vea. teas ен 180.05 235.55 67.1 70.0 1.59 
Eastern Europe and Soviet Union ..... 268.55 336.71 100.0 100.0 1.34 
Per capita GDP 
In dollars Average 
1963 “ average” prices of region = 100 Average annual 
growth rates 
Country 1950 1967 1950 1967 per cent® 
АЛЫЙ, “Bacandacannonabolsemocomonn pt 312 917 iZ 84 6.5 
бреспоомана веть левл тост 698 1 421 162 130 4.3 
astemm (Germany: не еее ть 553 1 476 128 135 6.0 
О ао 475 984 110 90 4.4 
РО .. 449 961 104 88 4.6 
Рота о 243 723 56 66 6.6 
Totalbeastemm: BULOpe! „ен 459 1 066 107 98 1 
SovieteniOnmen о ово оао 417 1 104 97 101 5.9 
Eastern Europe and Soviet Union ..... 431 1 093 100 100 5.6 


jis nnn 


Norte. — GDP estimates for 1950 were obtained on the basis of the 1967 figures and growth rates indicated in the table. 
For a description of the method of derivation of the basic figures and growth rates, see text. 


@ Geometric rate. 
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owing to a decline in population—raised its per capita 
product as fast as the Soviet Union. 


(iv) Trends in aggregate employment and output per worker 


Between 1950 and 1967 the labour force in the centrally 
planned economies rose by some 40 million, equivalent 
to a compound growth rate of 1.7 per cent per year 
(see table 2.4).17 The increase in employment was thus 


17 It must be noted that the employment figures given in 
the table differ somewhat from the figures published in the 
Economic Survey of Europe in 1968, chapter III, table 8, relating 
to “active population ”. 

Employment aggregates as a rule exclude, and “active popu- 
lation” figures include “ Armed Forces”, some categories of 
“unpaid family workers” or persons seeking employment, 
and other marginal groups. Moreover, employment figures 
are generally adjusted to a full time basis although the methods 
by which these adjustments are made differ from country to 
country, particularly with respect to the agricultural labour 
force. 

In compiling employment figures, total and by sectors, resort 
had to be made to indirect data in a number of cases. Rather 
involved procedures were used to derive the total employment 
figures for the Soviet Union. Estimation procedures of various 
types were also used to derive the figures for agricultural employ- 
ment in Bulgaria, Poland and Romania. Partly because of this 


faster than that of the population which, as already 
mentioned, grew at an annual rate of 1.3 per cent. 
A higher growth rate of the labour force than of popu- 
lation was characteristic of most countries, the growth 
of the labour force being slower than that of the popu- 
lation only in Bulgaria. 


While there have been exceptions, growth rates of 
population and employment were generally interrelat- 
ed: countries with a higher rate of population growth 
tended to have a higher growth rate of employment. 
In the Soviet Union employment grew by about 2 per 
cent per year as compared with 1 per cent in eastern 
Europe. Within the east European countries the range 
of variation in the rate of employment growth was 
rather wide: from 0.4 per cent in eastern Germany 
to some 1.8 per cent in Poland. As in the case of popu- 
lation growth, little association can be found between 
growth rates of employment and relative per capita 
GDP levels. 


and partly because of inherent statistical difficulties, data on 
employment in agriculture are less reliable than those for other 
sectors. For total and sectoral employment indices, see Appendix 
table 2.1. 


TABLE 2.4 


Estimates of employment and of GDP per person employed, 1950 and 1967 


Employment total 


Average 


annual 

In millions Percentage distribution growth 

Pe Country 1950 1967 1950 1967 bg 
Вана и owe не 3.98 4.32 в PRT 0.5 
G@zechoslovakial aa eet eee 5.58 6.69 4.7 4.2 ie 
SAGAN Gem poonswocascostadooane 7.58 8.16 6.3 5.1 0.4 
RUN ATV т Бы о 4.24 5.01 3:5 3.2 1.0 
Poland | eet AT ee eT te as 11.88 16.16 9.9 10.1 1.8 
Ва а tt ea reri ee 8.33 9.83 6.9 6.2 1.0 
Total castemsEULOPe Ie pee nine 41.59 50.17 34.7 Зе 5 ia 
SOVIET UNION met Trt reer me eee 78.30 109.34 65.3 68.5 220 
Eastern Europe and Soviet Union ...... 119.89 159.51 100.0 100.0 ИХ 

СОР per employed person 

In dolla 4 ee 
¢ 75 Aver ie и 

1963 “ average” prices of the rein = 100 pace 

Ba 7 от 1950 1967 | 1950 1967 о 
Bulgaria COO a RON an OG a gen ot 568 1 766 59 qa 6.9 
Сео оао li 55 3 040 161 132 4.0 
Easterns Germany ascent eee 1 341 3 089 139 134 5.0 
а ее О месье О 1 047 2 008 109 87 3:9 
Е oland- и Re See 938 1 900 97 82 Ae. 
Кота а Е 476 1 419 49 62 6.6 
Total eastern EUOpe) aay. eee 977 2 150 101 93 4.8 
Soviet о о а 959 2 378 99 103 5.5 
Eastern Europe and Soviet Union ...... 965 2 307 100 100 5.3 


a ee ee ier a Ne Vee Oe eee ИЕ et) 


@ Geometric rate. 
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_ Although the rise in the labour force was rather steep 
in most countries, the greater part of the GDP growth 
can be attributed to higher output per man. However, 
as can be seen from table 2.4, differences between 
countries in the growth rate of output per man were 
rather large, and while these have generally tended to 
narrow the existing differences in productivity levels 
(output per man generally rising faster in countries 
with relatively lower per capita GDP levels), the 
spread in the latter has remained greater than that in 
per capita GDP levels. 


In all countries, employment in the material sectors 
grew less than total employment. Since the growth of 
NMP has exceeded the growth of the GDP, differences 
between the growth rate of “ over-all productivity ” 
and of productivity in the material sector have been 
very considerable, as shown by the following figures: 


Annual (geometric) rates of growth of NMP per person employed, 
in material sectors, 1950 to 1967 


(v) Structural changes in output 


Economic growth is associated with structural changes 
and among these the most conspicuous—at least within 
the intervals of changes in per capita income relevant 
here—are shifts in the relative importance of sectors 
such as industry, agriculture, etc. In the centrally plan- 
ned economies, rapid industrial growth has been a 
primary objective of economic policy. The results are 
evident in the marked increases of the share of industry 
and the declines of the share of agriculture in the NMP 
shown in table 2.5. These shifts were more pronounced 
in the industrially less developed than in the more 
developed countries of the region, with the result that 
the sectoral structure of production has become much 
more similar among the countries of the group than 
it was in the early post-war period. 


The sectoral growth pattern which brought about 
these changes in structures is shown in tablé 2.6. The 
table, in addition to providing the growth rates of out- 


(Percentages ) put corresponding in coverage and sectoral breakdown 
to the NMP concept, includes estimates of output 
A PO el eae hepa growth by sectors corresponding to the GDP coverage, 
ar — ment т ——-— СОРрег 1.6. including depreciation and services. Several find- 
Re- material Re- employed о 
Country Official weighted sectors Official weighted person® ings are suggested. 
“i Е As with total NMP, inclusion of depreciation has 
Bulgaria ........ Sr eal Oe Е 6.9 little effect on the estimated growth rate of the various 
Czechoslovakia .. 6.0 5.2 0.6 5.4 4.6 4.0 — sectors. An exception is the transport and communi- 
о cations sector where (owing to a considerably slower 
т a pos ee KA He ns growth of capital than of output) the inclusion of depre- 
Se cane о 18а 07 во те. © 616 ciation tends to lower significantly the recorded growth 
а Шо ok о о м rate. For some countries inclusion of depreciation also 
a | | affects the agricultural growth rate, but in the opposite 
а о а direction to that for the transport and communications 
> 1952-1967. sector. 
TABLE 2.5 
Distribution of NMP by sectors of origin, 1950-1967, in terms of 1963 prices 
(Percentages) 
wet a Sic a a EE о ro A SIE oe Re 
Country and sector 1950 1953 1955 1958 1960 1961 1962 1963 1964 1965 1966 1967 
Bulgaria a 
ERIM GUStiY Ary cuter sort Deel РА 27.6 43.7 41.5 43.7 43.5 44.8 45.6 47.0 47.4 49.2 
2 Construction. 12 6.2 6.1 6.7 6.1 9 ый ies 7.0 7/5) 1-9 7.6 8.1 
Se ОИ босоосовс 52:0 54.9 49.1 42.5 9 35.0 34.1 33.3 33.4 30.6 31.0 28.3 
ОЕ У... 18.1 18.0 16.6 14.9 7 14.2 15-2 14.9 IB) 15.0 14.0 14.4 
Czechoslovakia 
115 ВИ odoan eee eee 48.5 59.1 54.0 58.8 62.4 64.2 67.3 66.8 67.3 68.8 67.9 67.3 
Dea CONStUCTION сооновою 5.2 7.9 8.2 8.9 3 10.1 9.5 8.1 Ont 10.0 10.6 82 
3 НИИ seer 34.3 27.0 PIES) IES 9 14.6 12.0 14.0 los В МИЯ) ИЯ 
ДО е Е bao sce ehecentisestions 12.0 12.0 14.3 26 4 о 2 Let 10.3 10.1 9.8 10.4 
Eastern Germany a 
а У cocunoaamome 53.6 SPP 591 Gli 63.0 65.0 65.2 66.0 65: 65.4 65.4 65.4 
72. COnsthuctionmnmenya tt Sal 4.8 4.8 5.2 .8 5.7 5.8 5.4 5.8 ey, 6.0 И 
3 АсИОШЕ те т... 20.1 19.0 14.4 13.0 a) 9.9 9.8 ed о 9.6 9.6 9. 
ДО ее. 21.3 24.1 PAN SA 20.3 8 19.4 19:2 18.9 19rd 19.1 19.0 18.8 
Hungary 
ths ЧО проч Gate obec 41.9 49.6 50.4 50.8 54.7 57. Э Bae) opel 59.8 62.3 63.0 63.3 
7 Сочи, поорсьзе 8.1 9.9 8.2 9-2 .4 9.9 9.8 9.6 9.5 9.5 9.5 9.9 
3. Арисиите о. SRS 30.1 31.4 28.1 22.8 7201) 20.0 от р 16.7 16.5 То 
4, Other ие 1175; 10.5 о 9 12.1 11.8 Wie a 11.6 11.6 Nes) 11.1 11.3 
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TABLE 2.5 (continued) 
Country and sector 1950 1953 1955 1958 1960 1961 1962 1963 1964 1965 1696 1967 
Poland 
(Peindustryeeitacc sts 34.6 40.8 4302 44.6 46.6 46.9 50.0 49.8 51.4 52.4 52.5 535 
De Construction. nse al 7.4 9.8 8.8 9.1 9,2 8.7 9.0 8.9 9.0 8.8 9.0 9.7 
ЗА те о, 43.3 34.7 BORG 29.9 26.6 2.1 22.6 23.5 1] 25 2120 19.6 
СЕ O het прова ото 14.7 14.8 15.4 16.4 177 и 18.4 17.8 175 17.3 175 17.2 
Котата 
О у 23.8 27.4 28.8 38.8 39.4 41.2 45.9 46.9 48.7 51:3 ЭТ 54.7 
pee (ОЦЕНИ, одоросон 4.5 6.4 5.4 Пой 8.5 Sea 8.8 8.3 8.2 7.9 7.8 8.4 
В ЛИНИИ пообоспое 50.8 47.8 47.8 36.4 9.9 36.0 91 29.8 27.9 26.2 27.8 257 
О ее 20.9 18.4 18.0 ИИ 14.2 14.3 14.2 15.0 15.2 14.6 12.6 11.3 
Soviet Union 
[industry Wr. se see 39.3 44.2 46.0 46.2 Ae 49.5 51.2 54.2 52.8 54.7 55.2 56.1 
Den OOnSthictiOnment tient Til 8.6 8.4 9.2 9:7 9.3 9.0 9.0 8.7 8.8 8.6 8.7 
ЗВАНИЕ ernie ee 39.6 3.2 30.4 29.0 25:7 24.7 23.5 20.5 22.4 20-3 20.3 18.9 
Ge О аа 13.0 50 152 15.6 16.7 16.5 16.3 16.3 16.1 16.3 15.8 16.3 
ЕН И. 
@ 1952. 
TABLE 2.6 
Annual rates of growth of output by sectors, 1950-1967 
(Percentages ) 
Net product Valse Net product in: 
(4 {< 
ь Е ——_— 
Sie Geometric Geometric oe Geometric Geometri 
growth growth growth growth growth growth 
Country and sector rate rate rate Country and sector rate rate rate 
Bulgaria < 4. Transport and communications 8.6 Sail 6.3 
Se Trade wand: othetadcotasns tere eer 4.3 EIS] 3.8 
о, 13.6 13.4 13.4 5 
о ИЕ ak, 9.1 99 10.1 ОНИ ВИО оное as 5.8 5.8 
О ее ео, 83 вт 3.9 7. тЫ SERVICES). херь = = 2.3 
4. Transport and communications 13.4 14.3 12.8 8. GDP total .......... неее. as = 4.9 
Seelraderandhother saneeeo eee Boil 4.4 4.5 Poland 
(СЪ Matenialiesectorsmmmen ne eeminerm ni: Tell 8.0 8.2 ll ОУ ci. coe ee 9.0 9.4 9.2 
7. Non-material services ........... == 4.1 2 Construction”... не 7.0 8.4 6.5 
8. GDP total ........ ыы, — — 7.4 Те ih, tooo amine 2.0 1.8 1.8 
Czechoslovakia 4. Transport and communications 8.5 8.9 1.3 
J lade rand sole tae er eee 8.0 7.0 iG 
т vcterien siecle asainiertecaien 7.0 7.2 7.1 6. Material sectors ................ AG 6.7 6.5 
Dry COUSthUCtION mea ee ieee ae 8.2 10.0 9.9 : : 

: 7. Non-material services ........... — — 4.7 
И И Gann doen oceania co. Shot} —1.6 == 10) 8. GDP total _ 61 
4. Transport and communications 32 9.0 Sa р SSO Et talc teal Se x ; 
Sina desandsothen eee eee 1.7 2.8 Sel Romania 
Gn Material sectors) “sass a, 4.9 5.2 Sao) ie Ingustrye а ee 13.0 Е 13.4 
7. Non-material services ........... mx == 4.9 ое Gea cosaondabacnanac 11.2 1253 12.4 
ShiGD Paitotalies yet seer ey eee — — 56 Sap AGTICUIUUTE 2. Lenin cee nee 3.0 4.0 4.0 

Eastern Germany 4 4. Transport and communications ial 1233 10.8 
Pind й В. braderang ое see eee 23 Dee 2.4 
fi мы КЕ ЕЕ 7.6 7.5 7.3 С ОЕ ЗЕЯ посол оь АЕ 7.4 8.3 8.3 
Z ОИ У eee ener 7 7.4 7.5 i i 

Е 7. Non-material services ........... — == 4.9 

те а 0.6 1.0 1.6 | 
ee . . В tee ene eee — — tan 
4. Transport and communications 355) 4.3 4.1 5 : | 
Sa lradesand ое ey ene are 5.0) 5) 9:5 о 
6. Material sectors qe eae te 6.0 51 60 1. Industry ао 10.1 10.5 10.5 
7. Non-material services ........... = = С ОО О ia eee 8.4 8.7 8.8 
SGD о ооо опора = as в а ОО а en eee 3.9 3.6 3.7 
Hungary 4. Transport and communications 12.2 11.4 11.0 
и Slradeyandeothen я 8.1 8.9 8.9 
I 7 ustry о aye oe, 7.8 8.4 8.4 Gi Matettal sectors seine er rn ee 8.1 8.2 8.3 
. rita A Ace Sue ae 6.0 7.0 ee? 7. Non-material services ........... — — Э.2 
ИО Re аа 0.5 0.4 0.8 ЗО и ee oe — — 7.6 


@ 1952-1967. 


The profiles of sectoral growth are characterized by 
‘a considerable degree of similarity in the various coun- 
tries. Industry was, in most cases, the fastest growing 
sector, construction generally following closely. The 
ranking of the transport and communications sector 
was more diverse, although in most cases it was lower 
than that of construction (at least if depreciation is 
included). The rates of growth of all three of these sec- 
tors usually exceeded that of total output. Agriculture 
was generally the slowest growing sector; trade and 
non-material services sharing the fourth and fifth rank 
in the sectoral growth spectrum.18 


Thirdly, although all the sectoral growth rates were 
characterized by a high degree of inter-country varia- 
bility, it is only for industry and agriculture that a strong 
association can be found between growth rates and 
development levels. The negative correlation between 
the growth of total GDP and the 1950 per capita GDP 
levels mentioned above, was due mostly to the relative 
performance of these two sectors.19 


(vi) “ Gross ” and “ net ” industrial and agricultural output 


The growth indices so far considered were those 
relating to the “net output” or “value added” of a 
given sector. While the concept of “net output” has 
been widely used in the centrally planned economies 
for measuring the performance of the economy as a 
whole, “gross output” indices represent a more fre- 
quently used yardstick for measuring the performance 
of individual sectors. This has been particularly true 
with respect to indices of output of industry and agri- 
culture. “ Gross industrial output” differs from “ net 
output ” not only in the inclusion of depreciation but 
also in that it includes the value of inter-industry turn- 
over and of purchases from other sectors. “ Gross 


18 Jt must be noted that the available indices for trade are 
affected in a number of countries by the practice of including 
foreign trade “losses ””—largely a product of the prevailing 
price and accounting system. 

19 The simple (linear) correlation coefficients between the 
growth rate of output and the per capita GDP level are as follows: 
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agricultural output ” includes, in addition to deprecia- 
tion, the value of the turnover between farms and 
purchases from other sectors, also the value of output 
produced and used for production purposes within each 
farm. While both of these “ gross ” aggregates are charac- 
terized by a considerable amount of duplication, they 
have the advantage of providing a framework for measur- 
ing changes in inter-industry and inter-sectoral flows. 
Moreover, for agriculture, indices of “ gross production ” 
provide a better yardstick for measuring changes in the 
supply of farm products than do the corresponding “ net 
production ” or “ value added ” indices.29 


Several factors are at work which may produce a 
considerable discrepancy between “ net” and “ gross ” 
production indices. The weight attached to the various 
industrial branches is quite different in the “ gross ” 
and in the “ net ” production indices, And modern indus- 
trial growth is characterized by such processes as increas- 
ing specialization and co-operation, better utilization 
of raw and basic materials, substitution of materials 
and agricultural raw materials by those of industrial 
origin, etc., the net effect of which on the relationships 
discussed is difficult to predict. In the case of agriculture, 
the factors having a predominant influence on the rela- 
tionship between “net” and “ gross” output can be 
more easily identified. Foremost here is the marked 
increase in the use of industrial inputs per unit value 
of output witnessed in the post-war period. 


The figures provided in table 2.7 indicate that in 
most countries of the group gross industrial output rose 
at a higher rate than net output, but only in selected 
cases was the difference between the growth rates very 
significant. The situation was different in agriculture, 
where the ratio of the net to gross output growth rate 
(exponential) varied in the range from as little as 20 
to 87 per cent.2! Both the “net” and the “ gross ” 


20 The most appropriate measures of the growth of supply 
are, of course, indices based on “ final deliveries 2 whether for 
consumption, investment or export. The only indices of this 


industry—0.90; construction—0.59; agriculture and fores- tYPe available are those for agriculture in Poland. 
try—0.88; transport and communications—0.63; trade and 2 п Czechoslovakia net output of agriculture has actually 
other—0.10; total NMP—0.83; GDP total—0.82. declined during the period considered. 

TABLE 2.7 


Growth rates of “net” and “gross” industrial and agricultural output, 1950-1967 


nnn ne 


Industry Agriculture 
i. > bine : rs Fs р ee 2 Net Gross 
Exponen- Geamernte Expanen: Teearnaris: Exponen- Geometric Exponen- Geometric 
Country tial rate rate tial rate rate tial rate rate tial rate rate 
Bul gania Samer ie een es 13.6 13.4 13,3 18] Jacl 8:7 4.8 5.2 
Czechoslovakia ....... 7.0 the?) 8.6 8.8 —1.8 —1.6 1.7 1.9 
Eastern Germany’ .... 7.6 Wad) 7.8 fo 0.6 +1.0 1.8 eel 
Hungaty Gaertn saa 7.8 8.4 8.4 9.2 OFS 0.4 2.4 2.4 
Boland ооо во оо ооо С 9.0 9.4 10.3 О 2.0 1.8 3.2 2,7 
Ва ее 13.0 WERE a G25 Sie 3.0 4.0 97 4.7 
Soviet Union ......... 10.1 10.5 10.3 10:5 3.9 3.6 4.5 4.1 


ии АЙ ЙЙ ЙА 
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CHART 2.1 


Growth rates of “net” and “ gross” industrial and agricultural output 1950-1967 in relation to per capita GDP in 1950 * 


539 
~? 0 200 300 400 500 600 700 
Gross industry 
Gross agriculture 
а Per capita GDP values are calculated in terms of 1963 “ average ” prices. 


BG = Bulgaria 
CS 
EG 


Czechoslovakia 


| 


Eastern Germany 


indices were correlated (inversely) with the level of per 
capita GDP, as can be seen from chart 2.1. 


(vii) Trends in the growth rate of output 


t is not easy to devise a method by which one would 
be able to determine unequivocally whether a given 
series displayed an acceleration, constancy or decele- 
ration in its rate of change. Yet obviously past averages 
are an inadequate basis for projection and some attempt 
must be made to identify tendencies towards change 
within the period considered. The method adopted 
here consists of two steps: first, the annual rates of 
change obtained from the original net output indices 
are smoothed by means of a five-year moving average; 
second, a trend line derived from the equation 


is fitted to the smoothed data by means 


of the least square procedure. The estimates obtained 
from this equation can be expected to express the trend 
value in each of the years reasonably well, provided 
the original data are not unduly influenced by medium- 


°/ 
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PL. = Poland 
К = Romania 
SU = Soviet Union 
term (or severe short-term) fluctuations, a problem 


which is taken up in section 2.2 below. 


In table 2.8 the estimated “trend” values for 1965 
are compared with those for 1953.22 The figures convey 
an impression of a general deceleration in the growth 
rates, whether output as a whole or of the individual 
sector is considered. The only exception is non-material 
services, where growth accelerated in most countries. 
For industry, the trend was upwards only in Hungary. 
It must be noted, however, that in this country the 
1953 trend figures are influenced by the developments 
in 1954 and 1956 and evidently do not represent the 
“true” trend values for this year. For agriculture, an 
acceleration 1$ apparent only in eastern Germany. 
The picture of decline in the growth rate is rather general 
in the remaining sectors of the material production 


22 The choice of these years, rather than of the terminal 
years 1951 and 1967, was dictated by the desire to avoid unneces- 
sary ee ey ee though the rates of change in 1951, 
1952, 1966 and 1967 do influence the estimated trend line. Extra- 
polation would be necessary to cover the terminal years since 


the curve is fitted to averages centred on the years from 1953 
through 1965, 
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42а TABLE 2.8 


Sectoral growth rates of output, “trend” values for 1953 and 1965 


Oe ИЕН 2 


Transport and 


Industry и Construction Agriculture communications 

_ Country 1953 1965 1953 1965 1953 1965 1953 1965 
Bulgaria ee 19.04 likes! 6.34 10.6 5.89 3.4 By 13.6 
Czechoslovakia ..... 9.8 5.8 19.2 4.3 0.2 —1.7 16:3 535 1 
Eastern Germany 12.02 57 12.08 55 — 0.40 1.4 5.229 2.8 
EL gary eee ae 6.4 8.6 5.0 6.7 6:3 —0.1 10.4 a9 
Poland и barra 11.6 8.0 8.0 5.8 2.6 DR 10.9 WS) 
Romania ttt eens 13.8 Pe I 19.9 9.0 10.1 Siw 15.8 OR: 
NOviets Union ses snee. 132 9.0 12 a 6.8 1.8) 3.0 14.4 11.4 


Material sectors Material sectors 


Trade and other total less agriculture 

Country 1953 1965 1953 1965 1953 1965 
Виа а —1.6¢% 6.9 Use 8.1 11.02 10.7 
Czechoslovakia ..... ilies —1.4 Ted 3.8 10.9 4.9 
Eastern Germany 8.0% 855) ВИ 4.5 10.6“ 4.8 
EIN Saryeeeer ee ce al 6.0 4.3 6.3 5), 8.1 
Ро. 11.4 6.9 ied Do? it ge) 
ROmania toe sacle. 4.0 2.6 Oil 77 10.6 10.3 
Soviets Unions... Se 5.3 т" VO 13.4 Sod 

а 1955. 
sphere — Bulgaria and Нипрагу being the only to be measured, and constant price data also provide 


exceptions.23 


An important feature is that the deceleration in the 
growth rate tended to be strongest in the countries with 
a relatively high per capita income. Thus for the NMP 
as a whole no deceleration is evident for Bulgaria and 
only a relatively mild one for Romania. Czechoslovakia 
and eastern Germany, on the other hand, experienced 
a drop in the growth rate of nearly 50 per cent. Hungary, 
for reasons already given, provided the only important 
exception to this pattern. 


$ 


(viii) “ Current” versus “ constant” price shares 


The discussion has so far dealt with structural changes 
and growth relationships which can be discerned by 
analysing data expressed in constant prices. Elimination 
of the influence of price movements is obviously neces- 
sary if “real” changes in the production volume are 


23 The trend values under consideration refer to “ net output ”. 
For industry and agriculture the following comparable figures 
for “ gross output ” can be estimated : 

Trend values 


Agriculture 


Industry 

1953 1965 1953 1965 
Вана 14.42 12.8 4.2% 4.9 
Czechoslovakia ..... Gh oS) 6.5 1.6 1.4 
Eastern Germany... 9.42 6.2 == 02 
И особо beads 9.6 Uc? 4.6 1.8 
Poland teeth 15.4 7.6 р 2.9 
Вомаща и. ES) 12.0 Wed! DoS 
Soviet. Union! ......: 13.4 8.6 HES 3.0 


91955. 


a meaningful framework for analysis of structural 
shifts when the effects of changing price and cost struc- 
tures need to be removed. The latter is not always 
the case, however, and for some projection purposes 
knowledge of past trends in sector proportions in terms 
of current prices is also of great value. 


Trends in relative sector prices, although induced 
more by central decisions than by the interplay of market 
forces, have been, on the whole, similar to those in 
market economies at comparable levels of economic 
development. This has been true with respect to the 
movement of industrial and agricultural prices, the 
former declining relative to the latter, an experience 
which, as can be seen by comparing the figures in table 2.5 
with those in table 2.9, was shared by all countries.24 


The figures indicate that the increase in the propor- 
tion of NMP accounted for by industry has everywheer 
been less marked in terms of current than of constant 
prices. In fact, in terms of current prices the industrial 
share in Czechoslovakia was no higher in 1967 than 
in 1950, and in eastern Germany it was only slightly 
higher. Differences between the movement in current 
and constant price shares have been even greater in 
the case of agriculture. The current price share of this 
sector actually rose in two countries and declined only 
slightly in most others, if the terminal years are com- 
pared. 

The shift in relative prices of industry and agriculture, 
although characteristic of the whole post-war deve- 


24 Total and sectoral price indices are given in Appendix 
table 2.1V. 
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TABLE 2.9 
Percentage distribution of NMP by sectors of origin, 1950-1967 in terms of current prices 


Country and sector 1950 1953 1955 1958 
Bulgaria a 
We Industry eran veo 37.3 34.5 33.6 41.2 
Dei@onstructionmerern enn 6.5 6.4 6.8 5.8 
21, ОНИ pon ana een 28.4 29.8 31.9 35.5 
ПО ен 27.9 29.2 НИ 17.2 
Czechoslovakia 
У ор ов 61.4 66.9 62.2 62.4 
A, (Оби 5oneaoaarn 8.7 9.6 10.4 10.8 
В ДОН Ome ae ete ie 17.4 13.5 15.5 {5,3 
ОЕ ом 1215 10.1 inl) 1,5 
Eastern Germany a 
is. УИ Зоо о mo atu oF 6 56.3 5555 61.0 63.5 
Pe COUStnCtHON mr ne Sisal De il 5.8 el 
$ Иман д nn nancoe 10.2 9.0 9.6 10.4 
ДО ел еее 28.0 29.8 287 20.5 
Hungary 
а о. 46.7 Sie 48.3 49.8 
22, (ООО Bo naaceonc 6.5 6.5 Sing! 7.0 
АО, 24.4 224 30.2 2812 
A В sere ee er 22.4 20.0 16.3 14.9 
Poland 
а aodneo pent 46.6 47.4 
Dp (SOMATIC Gaoncnsonas Holl 8.4 
Sh, AVA CUI Acaosannnne 24.4 PHB? 
Оо ея 21.9 О 
Коташа 
О Gaanbeasonanar 44.0 LOYD) 39.8 42.7 
25 Constrictlonenen niente 6.0 6.8 5.6 Well 
Ss ИИ mee: miei 28.0 33.9 37.6 34.8 
AOU chert Е 220 И 17.0 14.8 
Soviet Union 
Ne MOWER Goan nandabare« 50.2 
oe Constructionme as enn 9.5 
3h, ОНИ Gon anoncane 24.1 
Ae OUNG haere cee ee ee 16.2 
а 1952. 


lopment period, was more pronounced during the 19505 
than during the 1960s. In terms of changes in sector 
proportions, this had a particular impact on the agri- 
cultural share, which, in terms of current prices, tended 
to increase in most countries during the 1950s. This 
is notwithstanding the fact that in terms of constant 
prices, the decline in the agricultural share was steeper 
in the early than in the more recent period. 


The movement of prices in the other two sectors 
distinguished in the tables was less uniform. The observ- 
ed increase in the proportion of NMP accounted for 
by construction is, in some cases, more marked and in 
others less marked in terms of current than in constant 
prices. The implied decline in some countries in the 
relative prices of construction was due, however, entire- 
ly to developments during the 1950s. Since then, 


1960 1961 1962 1963 1964 1965 1966 1967 + 
46.0 46.0 44.4 44.8 44.8 45.0 44.8 46.2 
7.0 7.0 ihe) Hole, Cal 7.3 7.8 8.4 
32.0 32,0 33.4 33,3 34.0 33.4 34.5 31.4 
15.0 15.0 14.9 14.9 14.1 14.2 12.9 1329 
62.3 64.3 66.9 66.8 63.8 64.9 64.5 60.4 
10.6 10.5 9.6 8.1 8.7 9.3 9.3 12.5 
157 14.0 12,3 14.0 14.2 13,3 13.8 13.0 
11.4 11.2 Tie ikl 19.3 12.6 12.4 14.2 
65.2 66.1 66.7 66.0 64.4 64.0 63.9 592 
5. 5.9 5.8 5.4 8.3 5.4 Sine 7.6 
Sha 9.0 Bad BET 10.6 11.6 ak 13.9 
19.4 тол 19.2 18.9 19.7 1970 19.0 19.3 
54.7 282 58.8 591 59.0 ВЕ] 55.3 55.8 
11.0 10.0 9.8 9:6 9.4 10.2 9.9 10.3 
22.0 19.8 198 1927 20.2 19.6 21.8 20.6 
12.3 12.0 Hef) 11.6 11.4 1227 13.0 13-3 
47.0 47.9 50.3 49.8 51.0 51.6 51.9 50.4 
9.7 8.9 9.0 8.9 8.9 8.9 90 От 
25.9 26.7 23.0 23:5 22.3 22.1 22.4 21.8 
17.4 16.5 17.8 17.8 17,8 16.7 6.7 18.2 
44.1 45.0 48.8 46.9 48.1 48.9 48.6 эй 
9.0 8,7 8.8 8.3 8.2 8.0 7.8 8.4 
331 33.0 29.4 29.8 29.5 29.3 31.4 28.6 
13.8 Ее 13.0 15.0 14.2 13.8 2.2 ЕЕ, 
52.3 52.1 52.9 54.2 53:5 ВЯ 50.3 51.4 
10.0 9.8 8.9 9.0 8.8 3 9.2 9.4 
20.5 21.0 229 20.5 ots 2275 24.3 22.4 
17.2 т 3 16.3 16.2 5 16.1 16.2 


the tendency has been for construction prices to rise 
relatively to the average in the economy as a whole. 
The relative movement of prices in the material service 
sector has been to some extent similar, particularly 


with respect to the rising tendency during more recent 
years. . 


(ix) Structural changes in employment 


Growth rates of employment by sectors are shown 
in table 2.10. The sectoral pattern of increase in employ- 
ment was in some respects similar to that of output 
but important differences must also be noted. Variations 
as between different sectors were less pronounced in 
the growth rate of employment than in the growth rate 
of output. In agriculture, however, employment declin- 
ed everywhere except in Poland where little change 
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TABLE 2.10 


Growth of employment by sectors, 1950-1967 


(A = Exponential growth rate; B = Geometric growth rate) 
и 


Transport 
Construc- nin Trade and oan ии 

pons igs ee nd Industry tion Agriculture nications other Services ВНИИ 
Bulgaria @ 

АТИ № 0.5 6.4 This) —3.0 aie Bat Bae) 5.9 

Bea eRe are Mee eh Ons 6.0 6.5 —3.0 5.6 3.4 371 51 
Czechoslovakia 

a aM Re ace eR ot aoa 1 2.6 2.6 —3.1 4 IL 8) 3.9 Dan) 

BR emer cates Ul 2.6 27 —2.8 2.5) 1.1 38) 5) 
Eastern Germany < 

о re не 0.0 0.1 0.0 —2.4 0.3 0.4 2.6 0.1 

И а 0.3 0.3 0.2 —2.0 0.4 0), 7 206 0 
Hungary 

TOE hee PRES Ce 0.9 S58) о —2.1 9.2 3.0 3 3.5 

а OER Ore 1.0 4.0 4.1 —2.0 5.5 Di ibs) Si, 
Poland 

cee a В: ied U5) DS 0.1 453 eal 355) Se) 

В tid Cee И: 1.8 ee) 3.9 0.0 4.2 1.9 Bud 3.6 
Romania ” 

x” Sey hee 0.8 4.2 5.4 —1.1 Эй 3.4 al 4.2 

А 0.9 4 6.6 —0.9 4.0 4.1 3.9 (eh) 
Soviet Union 42.4... 

Fa aes bh a et He) Seal 4.6 —1.0 3.8 Sa) 4.4 37 

ати 2.0 B58) 4.5 —0.8 B00 4.7 452 5 

а 1952-1957. Ь 1951-1957. 


was registered. Although employment in industry rose 
steeply the rate of increase was slower in a number 
of countries than that of some other sectors (quite fre- 
quently in construction and—most notably—in non- 
material services). 


Inter-country variations in the growth of employment 
in industry are less well correlated with GDP per capita 
levels than are the inter-country variations in the growth 
of industrial output; the opposite situation is found 
in construction. Although the correspondence is not 
strict, there has undoubtedly been a negative association 
between changes in the labour force in the other non- 
agricultural material sectors and differences in deve- 
lopment levels. However, no such association can be 
found in the case of agriculture and non-material 
services.2° 


Table 2.11 depicts the great shifts which took place 
in the employment structure of the centrally planned 


25 The simple (linear) correlation coefficients between the 
growth rate of employment and per capita GDP level are as 
follows: industry—0.61, construction—0.71, transport and 
communications—0.57, trade and other—0.65, material sectors 
(excluding agriculture)—0.68, agriculture—O.37, material sectors 
total—0.7, non-material services—0.17, total employmeat—0.0. 


economies during the post-war period. Although these 
shifts tended to narrow inter-country differences in 
employment structures, differences remain considerable. 
At one extreme in 1967, east German industry employed 
42 per cent and agriculture 15 per cent of the labour 
force, while the comparable figures for Romania were 
20 and 55 per cent respectively. As can be seen from the 
same table, sectoral changes of employment resulted 
in increases in the share of all the non-agricultural 
sectors, trade in some countries being the only excep- 
tion.26 


(x) Trends in the growth rate of employment 


As in output, the picture of changes in the employment 
growth rates is one of general deceleration; non-material 
services stands out as the only sector where the tendency 
was generally in the opposite direction (see table 2.12). 
The decline in the agricultural labour force tended to 
be faster in more recent years than in the early 1950s; 
and, although industrial employment continued to rise 


26 This was with the exception of eastern Germany where 
the only sector whose share had increased on account of the 
decline of the share of agriculture was that of non-material 
services, 
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TABLE 2.11 


Distribution of employment by sectors, 1950-1967 


(Percentages) 


1953 1955 1958 1960 1961 1962 1963 1964 1965 1966 1967 
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quickly in a number of countries, it was only in Romania 
that the 1965 trend value was higher than that of 1953. 
The pattern of change in the remaining sectors was 
less uniform, particularly in construction and trade. 


There appears to have been little association between 
the sectoral pattern changes of employment growth 
and differences in development levels. However, such 
an association can be discerned if the non-agricultural 
labour force is considered as a whole. A significant 
deceleration in the growth rate of the non-agricultural 
labour force occurred in Poland and an acceleration in 
Romania. In effect the inter-country pattern of growth 
of non-agricultural employment came to correspond 
rather closer, in recent years, to the pattern of inter- 
country differences in per capita income levels. This is 
shown by the following figures: 


Growth of non-agricultural labour force 


(per cent) 
“Trend” value 
Average 8 ~ _ 
Country @ 1950-1967 1953 1965 
NOAM AM оо ой 4.4 32 4.6 
Е о а инь Sil Sr! Sie 
SOK WHI Fou bdeneocdac 3.8 В 4.1 
А reo cate es: 3.6 4.5 29 
ELON а а 3.0 Sil 2.7] 
Bastermy Germany... .)5.. 0.8 с foil 0.3 
@zechoslovakial yee. ee Ana 2.9 DES 


@ In ascending order of estimated GDP per capita level in 1950 from the lowest 
to the highest. 


Ь Geometric rate. 
с 1952-1967. 


(xi) Output per worker by sector 


Notwithstanding the generally sharp drop in the 
agricultural labour force, the increase in labour produc- 
tivity in agriculture was, in most countries, less 
pronounced than in industry and its related sectors— 
construction and transportation.2° А tendency for 
agricultural labour productivity to rise at a slower 
rate than in industry is evident also if the “ gross ” 
output rather than the “net” output is considered, 
as shown in columns 7 and 8 of table 2.13. The relative 
growth of labour productivity in the other sectors fol- 
lowed a less uniform pattern, although certain general- 
izations can also be made here. Productivity in 
transportation tended to rise at a higher rate and in 
construction at a lower rate than in industry, and in 
most countries the growth of labour productivity was 
lowest in the trade sector.28 Inter-country differences 
in the growth of labour productivity have been rather 
large for all sectors. The greatest association between 
the pattern of variation in the growth rates and that 
in per capita GDP levels was in industry and agri- 
culture.29 


27 Total and sectoral output per man indices are given in 
Appendix table 2.11. 

28 As already mentioned, however, limited importance can 
be attached to the productivity figures in this sector. 

29 The linear correlation coefficients between the 
rate of labour productivity and the per capita GDP level are 
as follows: industry —0.64, construction—0.49, agriculture— ve 
transport and communications—0.51, trade and eines as 
material sector (excluding agriculture)—O.21, total NMP—0.73. 


growth 


The shifts in relative sectoral productivity brought 
about by the described productivity changes are shown 
in the first part of table 2.14. In all of the countries 
labour productivity in agriculture decreased in relation 
to the national average. A decline also took place in 
construction, except for Czechoslovakia and eastern 
Germany, two countries which—as will be recalled— 
had the smallest increase in the non-agricultural labour 
force. In industry and transportation the trends were 
somewhat more mixed, although in most cases there 
was an increase in the relative productivity of these 
sectors, аз measured in constant prices. 


The figures presented in the second part of the table 
indicate that in the early 1950s inter-sectoral differences 
in output per man as measured in current prices were 
extremely large in all the centrally planned economies. 
This was so even if allowance is made for the fact that 
the structure of sectoral prices is particularly uneven 
in the centrally planned economies, most of the “ turnover 
taxes” and profits deriving from industry. The differ- 
ences appear particularly striking when output per man in 
the various sectors is related to output per man in agri- 
culture. Thus, output per man in industry was 3 to 9 
times as great, and in construction 2 to 5 times as great 
as in agriculture. In some countries an even higher 
ratio occurred in the trade sector. Largely reflecting 
the impact of the previously described relative price 
movements, the general tendency has been for differences 
in sectoral output per man to narrow. As can be seen 
from the table, output per man in industry in 1967 was 
only between 1.5 and 4, and in construction 1.4 and 2.8 
times higher than in agriculture. A considerable narrow- 
ing also took place in the ratios for the trade sector. 


Indices of difference in sectoral product per worker 


Current prices Constant (1963) prices 


Country & 1950 1967 1950 1967 
ROMAnIa errr eras 101 64 56 70 
Врата: 962 34 SOW 39 
Soviet’ тю... .. 63 36 39 44 
Poland ence ig 55 40 59 
ОЗ oooeaodaar 71 38 51 52 
Eastern Germany 38? il 19% 30 
Czechoslovakia .... 58 31 30 43 


а In ascending order of estimated GDP per capita in 1950. 
b 1952. 


The narrowing of productivity differences as between 
sectors is more clearly indicated by the indices presented 
above providing a measure of inequality of sectoral 
product per worker.3° It can be seen that, whereas 
in “real terms” the sectoral spread in productivity per 
worker rose between 1950 and 1967 everywhere except 
in Bulgaria, in terms of current prices the differences 
narrowed very significantly in all countries. However, 
30 The indices are calculated as the sum of the differences 
between the percentage distribution of output and of employment 
regardless of sign. 
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Oia TABLE 2.13 
Growth of output per man by sectors, 1950-1967 
(A= Exponential growth rate; В = Geometric growth rate) 


Net output Gross output 
Transport 
and Material 
Construc- commu- Trade and sectors less 
Country Industry tion Agriculture nications other agriculture Industry Agriculture 

Bulgaria < 

АННЕ | 6.8 al 6.6 8.8 —0.1 4.6 6.5 Sal 

Воры. | 6.9 к 6.9 8.3 0.9 4.9 6.6 8.5 
Czechoslovakia 

De Caer Meter os 4.4 Sine) ie3 Bo 7 0.4 4.2 B38) 4.9 

Bee, See 4.6 7.0 1.2 6.4 157 4.6 6.1 4.8 
Eastern Сегтапу < 

Yet NN (RE № fle hall Stel Bae 4.6 67 Ud 4,3 

В tat tate lee tn Thea UP? Sl 3.8 4.8 6.5 Use) 4.2 
ЕВА eae 

М Ee 3.8 В 2.6 Se 1.2 Зы 4.4 4.6 

В 4.2 2.8 A 6.0 0.9 Sate) 2.0 4.4 
Poland 

ENG Tere tn as cas ee 5.3 4.4 0 4.0 Sits) 5:2 6.6 3.0 

АИ уе ВНИИ 585} 4.3 1.8 4.6 5.0 Soll 6.9 72-0 
Romania 

AB PE Shae le ais cpl cien 8.2 5.0 Bin!) 6.6 —1.3 5.6 7.8 4.5 

Вол 8.4 4.0 3.3 7.4 —3.2 Sok Sel 4.6 
sovieh о... 

ня 6.8 3.6 4.9 8.1 2.9 59 6.9 50) 

В. 6.9 4.0 4.4 tod 4.0 6.2 ED) 4.9 

а 1952-1967. 

TABLE 2.14 


Product per worker by sector, as percentage of the national average, 1950 and 19674 


Transport and 


Industry Construction Agriculture communications Trade and other 
Country ^ 1950 1967 ^ 1950 1967 1950 1967 1950 1967 1950 1967 
In terms of 1963 prices 
i 4 83% 89 447> 167 
Ва р а 166° 146 1886 99 68° 60 
ны Е ИА 143 143 Я 110 79 45 34 45 103 65 
astern Germanys ery rrr erie oP) 13.2 1128 TPA 3 80° 52 Л 126% 102 
AUN GAY ао: ne 177 161 169 122 62 43 46 =p) НЫЙ 82 
а ооо Aik ei COED 174 183 140 126 68 40 102 95 139 141 
Е ооо thtien get mao оо 184¢ 248 145¢ 109 65° 42 S26 102) 617° 133 
SPs Wintel on ocapubecceerceroaounom 147 158 180 119 71 51 at 60 148 99 
In terms of current prices 
EF Ne Scant aA TR Per aR he ete Ae gen 261° 138 197% 102 9-67 125% 79 689% 169 
а: р На 182 129 123 125 40 53 57 56 95 92 
East ae en о АВ 119> 116 77° 101 41 74 71° 60 181° 101 
cae в Se 197 142 135 127 AOR eS i 118 63 254 98 
Heed? ei ee ee ies 234 7s 134 126 39 45 145 95 204 153 
ae В м 341 < 234 194¢ 109 36¢ 47 №72 < SOO Бе e877, 
т о ae т о о м. 


Росту и 
© 195i. 


а Corresponding to NMP coverage. b 1952 
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of most importance is the fact that these changes 
have been consistent with the pattern of inter-country 
variation of the indices according to which differences 
between sectors in output per man have tended to be 
larger in the industrially less developed than in the more 
developed countries. 


(xii) Trends in the growth rate of output per man 


In industry and construction, trends in the growth 
rate of output per man have corresponded closely 
with those in output; in other sectors there was less 
similarity (see table 2.15). Only in Hungary 31 was 
there an upward trend in the growth of labour produc- 
tivity in industry and construction. However, in three 
of the seven countries the growth of output per man 
in agriculture tended to accelerate, significantly higher 
trend values being observed in Czechoslovakia and 
eastern Germany. Rather diverse changes occurred 
in the other sectors, the 1965 trend values being in some 
cases higher and in others lower than in 1953. 


If the materiai sectors are considered as a whole, 
one finds two countries—besides Hungary— in which 
output per man tended to rise faster in recent years 
than in the early development period. These were the 
two relatively least developed countries—Bulgaria 
and Romania—the speed-up being marked in the latter. 
On the other hand, Czechoslavakia and eastern Germany 
experienced a steep decline in the growth rate of output 
per man, a pattern similar to that found in output and 
employment. It is also significant that an association 
between changes in productivity growth rates (implied 
by trend values for 1953 and 1965 respectively) and 
relative development levels is also to be found when 
agriculture is excluded. 


(xiii) An experiment in comparing economic structures 


How does the structure of output and employment 
in the centrally planned economies compare with the 
corresponding structures in other countries at compar- 


31 The Hungarian productivity figures for 1953 are affected 
even more than those of output by the developments already 
mentioned. 


able levels of economic development ? A cross coun- 
try analysis of 28 market economies was made to 
determine the “expected” or “normal” distribution 
of output and employment at given levels of per 
capita GDP. Some of the basic data used in this exercise 
are shown in Appendix table 2.V. The preliminary 
results of regression analysis are shown in chart 2.2. 
The “expected” values read from this chart are used 
here to provide rough guides to the extent to which the 
actual patterns in the centrally planned economies 
appear to differ from the international pattern.®? Since, 
as already mentioned, the structure of sectoral prices 
in the centrally planned economies differs considerably 
from those of the market economies, it is the employment 
structures which lend themselves more easily to compa- 
rison. The data for this are provided in table 2.16: 
they suggest a number of findings. 


In most of the centrally planned economies, the 
proportion of the labour force employed in industry 
(and construction) was not very significantly different 
from that “ expected ” on the basis of the per capita GDP 
level.33 This was not so, however, for agriculture and 
services, employment in the former sector being in most 
cases higher, and that in the latter sector in all cases 
lower than “ expected”. While a relatively lower pro- 
portion of employment in services as compared with 
market economies may partly reflect differences in require- 
ments conditioned by institutional factors, it may 
also reflect a genuine deficiency in the supply of some 
types of services. 


Changes over time have accentuated these charac- 
teristics in the employment structure. Between 1950 
and 1967, the Soviet Union joined the group of countries 
in which the share of agricultural employment was 
higher than “ expected ”, and in two countries—Poland 
and Romania—the extent of “excessive” agricultural 
employment became much greater. Whereas in the early 
1950s the proportion of employment in the service 
sector had been significantly lower than “ expected ” 


32 The results of the secretariat study ought to be considered 
as tentative. 

33 Ап exception was eastern Germany in the early 1950$, 
the proportion of the labour force in industry being much higher 
than “expected”. This suggests that the per capita GDP in 
this period was still affected by dislocations due to the war. 


TABLE 2.15 


Sectoral growth rates of output per man, “trend” values for 1953 and 1965 


— ди —__——_—_—_—_—_—_—_—_—_—_ 


Material 
Material sectors 
Transport and sectors less 

SL SOS Construction Agriculture communications Trade and other total agriculture 
Country 1953 1965 59 1965 1953 1965 1953 | ^ 1965 | 1953 `1965 1953 1965 “1953, “1965 
Ulsan cetera oer [OFS oot oral Ио Hats Arle eS —5.0 2.8 И м 4.6 4.7 
Czechoslovakia ....... Gnome 60 155 Dal OFA 25 Pye) Sie Waloal al 62135 8.1 2.7 
Eastern Germany 10.8 5.7 11.9 Dia | ne: Sar Sar 6.7 16 6.1 4.0 8.6 5.3 9.7 5.1 
Hungary ..... ОЭ 3.5 4.0 56190 shat) SIG 7 —3.4 3.3 5.9 0.1 5.2 
"ОУ Я ene. ie 6.1 4.9 4.7 4.2 ey Pde а и 10.6 4.0 Seer hod 6.3 4.7 
Romania vite 10.4 7.6 16.3 О 8 0.3 12 5.4 = Ife) 0.2 Gren 79 TA 5.4 
Soviet Union .... Sane 555 Dna 2.0 6.2 4.8 LORS 724 12.9 —0.6 95.6 6 Ne 
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CHarT 2.2 
Estimated production and employment shares as a function of per capita GDP in 19602 
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data see Appendix table 2.V. 
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in only four countries, in 1967 there was a marked 
deviation from “ normal” in this sector in all countries. 
Only in Bulgaria and Hungary has the industrial sector 
“pained” from the greater relative “ under-develop- 
ment ” of the service sector. 


In contrast to employment, the proportion—when 
measured in current prices—of output in industry and 
construction was in all countries higher than “ expected ” 
(see table 2.17). In the early 1950s, both the agricultural 
and the service sector had a lower than “ expected ” 
share; in 1967 only the service sector had a lower share. 
Since, as already mentioned, changes in relative sec- 
toral prices have been in favour of agriculture, the 
picture which one obtains is rather different if the com- 
parison is made in terms of 1963 prices, particularly 
in the early period. On the basis of such valuation, the 
share of industry in the early 1950s was closer to the 
“expected”, but in most countries the share of agri- 
culture was higher. In effect, the structure of production 
was more similar to that of employment. 


The fact that in the centrally planned economies the 
snare of industry in output is significantly higher than 
in the market economies, at the time when its share in 
employment is generally not, is something which would 
be expected in the light of the known differences in price 
structures. Of more interest is the finding that in terms 
of recently prevailing prices the share of agriculture 


2.2 PROJECTED GROWTH AND 


(i) Analysis of past growth path 


In the analysis of past trends and growth patterns in 
the preceding section of this chapter, little attention was 
given to the actual path along which production grew dur- 
ing the period. Historical averages, aided by a knowledge 
of the direction in which the growth rate tended to 
move, represent a valuable guide for the purpose of 
projection. However, averages may be sensitive to 
changes in the time period for which they are 
estimated, and there is no sure way of distinguishing 
between temporary variations and long-term shifts in the 
trend line. It is therefore necessary to analyse in more 
detail the pattern of fluctuations of the growth rate 
over time. The general availability of plans for the 
centrally planned economies for 1970 and the apparent 
certainty of fulfilment—and in some cases over-fulfil- 
ment—of the aggregate production plans make it 
possible to extend this aspect of the analysis to the 
period up to 1970. In order to avoid unnecessary esti- 
mates, this is done by utilizing NMP figures as a basis 
(re-weighted values). Five-year moving averages of 
growth rates, together with their arithmetic average 
over the whole of the period 1950-1970, are shown 
in chart 2.3. 


Growth has been far from even during the period 
considered. There were periods of relatively fast and 
of slower movement, such phases being in evidence 
even after fluctuations of relatively small duration and 
amplitudes are eliminated from the data. Ignoring some 


is not lower than the average for market economies at 
similar development levels; in fact, in most couniries 
it is higher—very significantly so in Bulgaria. 


The data provided in table 2.18 indicate that, whereas 
in terms of prices as late as those of 1963, product per 
worker in agriculture was, in 1967, lower than 
“ expected ” everywhere excepting Bulgaria, the increase 
in relative agricultural prices which had taken place 
since was in a number of countries sufficient to raise 
the relative agricultural productivity to a level equal to 
or exceeding that “expected”. This applies to eastern 
Germany, Hungary and the Soviet Union. Only in 
Czechoslovakia and Poland (no data are available for 
Romania) has product per worker in agriculture remained 
lower than “ expected ”. 


6 


Since the value of “non-material” services was 
calculated hére on the basis of relationships found in 
market economies, differences between colum 7 and 
colums 8 and 9 of the same table are indicative only 
of deviations relating to output per man in material 
services. It can be seen that in 1967 in terms of 
current prices the relative value of output per man in 
material services has been higher than expected in Bulgaria 
and Poland. It was lower in all other countries. The 
very recent price movements have been such as to 
create a downward deviation relative to the “ expected ”. 


STRUCTURE FROM 1965 TO 1980 


special cases, two full swings—each of approximately 
eight years’ duration—can be distinguished. These 
swings are shaped by dips in the growth rate, one cen- 
tred around 1954 and the other around 1963. 


This is obviously not the place to undertake an exhaus- 
tive analysis of these movements. It appears necessary, 
however, to trace the link which has evidently existed 
between the various growth phases, thus enabling a 
somewhat better appraisal of the present position. 


Of the two swings described, the first—covering the 
period roughly from 1950 to 1958—has been discussed 
most widely in economic literature. A sharp increase 
of investment activity, availability of easily-tapped 
labour resources and fuller utilization of plant capacity 
are the factors commonly credited with high growth 
rates characterizing the early 1950s. With the devel- 
opment pattern extremely unbalanced, however, various 
barriers to growth soon made their appearance, reflected 
in—among other things—disequilibria in consumer mar- 
kets, shortages of raw and basic materials, freezing of 
investment resources in unfinished construction, rising 


production costs and, not least, imbalances in foreign 
trade. 


Given the substantial imbalances, it is somewhat 
puzzling that the ensuing decline in the growth rate 
was, in a number of cases, not very marked and the 
recovery was rather steep. However, it has been argued 
that it was the very imbalance of the early development 
drive that permitted the relatively rapid smoothing out 
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Annual percentage growth of NMP 
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ТАВЕЕ 2.16 


“ Expected ” and actual distribution of labour force by major sectors, 1950 and 1967 
ae ee ee ee ee eee 


Industry and construction Agriculture and forestry Services 
Country Expected Actual Difference Expected Actual Difference Expected Actual Difference 
1950 
Восапа я оке и 18.5 16.0 —2.5 555) 69.7 14.2 26.0 14.3 —11.7 
СиесвозюЮуакта 29.5 96:5 6.8 35.2 38.6 3.4 35.3 Dam —10.2 
Bastenim Germally < ое Des 47.4 20.1 39.7 21.8 —17.9 33.0 30.8 —2.2 
HiGngarryaresene. cies oe 23.0 2 On 47.6 50.1 25 29.4 26.2 —3.2 
Ро ее 22.0 Dep) 0.5 49.3 56.5 ee 28.7 21.0 —7.7 
Romania fe erecee ecae W352 15.0 1.8 64.6 И: 8.9 IDR? (Os) —10.7 
Зи WV соосооооововс 20.7 Я) 6.8 51.6 48.8 —2.8 Pfs 2-1 —4.0 
1967 
Ворана зе о 59 36.3 25 26.8 41.0 14.2 39.4 22 —16.7 
G@zechoslovakiaamenie siete 39.3 46.7 7.4 16.7 19.9 92 44.0 33.4 —10.6 
Basternm Germania 39.7 47.8 81 15.9 er) —0.6 44.4 36.9 a) 
Un Sanya presi eter 35.1 BOR, 4.1 24.8 30.0 Sez 40.1 30.8 —9.3 
Ра 34.5 31.6 —2.9 26.0 41.7 57 39.5 26.7 —12.8 
ROMANIA ere cies 30.1 26.8 —3.3 34.1 54.6 20:5 95.8 18.6 —17.2 
Зое ОИЯИ, ooomon anooh we 36.4 Boe —1.2 7-5) 30.5 8.0 41.1 34.3 —6.8 
а 1952. 6 1951. 
TABLE 2.17 


“ Expected ” and actual distribution of GDP by sectors in current and 1963 prices, 1950 and 1967 


Industry and construction Agriculture Services 
Actual Deviation Actual Deviation Actual Deviation 
Ex- Current 1963 Current 1963 Ex- Current 1963 Current 1963 Ex- Current 1963 Current 1963 
Country pected prices prices prices prices pected prices prices prices prices pected prices prices prices prices 
1950 
Bulgaria а ее 28.5 37.8 22.9 9.0 —5.6 29.8 24.0 39.7 —5.8 SS) 4158) 38.2 374 —36 44 
Czechoslovakia .... 35.9 58.4 39.2 22.5 353 18.31 1425" 25.0 — 378 6.7 45.8 27.1 35.8 —18.7 —10.0 
Eastern Germany .. 34.3 50.9 41.0 16.3 6.7 20:51 8.3) 1450) 122) —0.5 45.2 40.8 45.0 —4.4 -—0.2 
ОА aera eee Shes 60) За 8 0.9 ПО АВ —5.9 —0.6 43.6 42.4 43.3 —1.4 —0.3 
Poland een sane 30.9443. 1829.5 12-2 ill! Ро В ЗО =). 5 4.6 43.3 34.6 40.1 —8.7 —3.2 
Romania В PE og Panes ae =2.5 36.0 : 39.9 со 4.2 39.5 + 378 . —1.7 
Soviet Wnions.. 1.4: BD (555) B83) 06.) Эа Рав) PWS) Ид (5) 0 42.6 31.6. 38:9 — 11 0F S387 
1967 
Bulgaria re SOK и.о вто ТЯ 8.0 ОУ ОЙ ОЕ 10.9 8.5 46.2 27.7 297 —80 165 
Czechoslovakia, .... 42715718 5705 151 14.8 LOR Zoe ви —0.8 —2.1 27.1143: 8134 4 15 ЗЕ 
Eastern Germany .. 43.0 53.8 54.0 10.8 11.0 yrs) И ah! 1.4 —2.5 aol SS) ЗИ = —8.5 
ИИ особе oeow SEG SL 5 м а Wats alee LAS) 2.3 —2.7 96.2 За. Е 
Poland Pe pede Я ИО а О 8.9 bea aise) 15 4.1 0.6 пов" БР On ИЕ —9.5 
Romania а Me se зе И.Э ete see ah ae 4.1 46.0 .. 24.6 LA —21.4 
Soviet Union ...... 40.8 48.7 50.2 7.9 9.4 Ped ИО Neha Se 1.9 4650) 33.5 35213013 


© 1952, 
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of ensuing difficulties as the distribution of national 
Income was heavily weighted in favour of investment 
stock formation and non-consumption expenditure, 
the structure of investment heavily oriented in favour 
of heavy industry and the efficiency of the system suf- 
fered greatly from a number of side-effects produced 
by the given growth pattern, even moderate improve- 
ments, whether expressed in a more balanced distri- 
bution of resources or in the development of the 
institutional structure, brought highly beneficial results. 
Also of help was the delayed effect on output of earlier 
investment in long-maturing projects as they became 
operational, and as past outlays on raising educational 
levels and professional skills of the labour force began 
bearing fruit. 


Among the factors tending to mitigate the situation 
in this period, of particular importance in a number 
of countries were the still largely untapped possibi- 
lities of raising agricultural production. This was parti- 
cularly true for the Soviet Union, where the develop- 
ment of virgin lands and other measures taken to 
overcome stagnation resulted in an expansion of agri- 
cultural output that was fast enough to compensate 
to a large extent for the slow-down in the industrial 
sector.34 This factor also carried great weight in Poland 
where the relatively fast growth in the mid-1950s (indi- 
cated in the chart) would not have been possible had 
it not been for the upswing in agriculture which took 
place at that time. 


It is less easy to identify the factors which have been 
mainly responsible for the swings in the trend during 
the 1960s. In the late 1950s a new investment drive 
occurred in most countries, bringing with it new bottle- 
necks, while the beneficial effect of most of the factors 
previously mentioned became exhausted. Other clements 
certainly played a particularly important role in some 
countries, among them the disruption of trade with 
mainland China. It would seem, however, that what- 
ever the importance of such factors it was the intensity 
of the development drive in the years 1958-1960 which 
conditioned the slump in the growth rate in the early 
1960s. 


The downturn was halted around 1963 and the ensuing 
recovery once again brought growth rates to a signi- 
ficant level. As in the corresponding period of the 
previous swing, special factors can be found which 
may have helped in this direction. One of these, appa- 
rently, was the entry of the post-war generation into 
the labour force. Another was the initial impact of the 
economic reforms, which in some cases was very signi- 
ficant. But whatever the reasons, growth rates around 
1966 were in most cases almost equal to those around 
1959, eastern Germany and Hungary being the only 
significant exceptions.*° 


34 It must be noted that developments in the Soviet Union 
in this period were not exactly comparable to those in other 
countries, owing to the much longer history of centralized 
development planning. 

35 For Hungary, however, the comparison 
misleading. The growth level in the period around 1959, in addi- 
tion to reflecting the development already described, also incor- 


is somewhat 


Since the 1967 and 1968 points plotted on the chart 
are partly obtained on the basis of projected developments 
in 1969 and 1970, it may seem somewhat premature 
to advance any final judgement as to the direction in 
which growth rates are presently moving. It would 
appear, nonetheless, that since about 1966 the trend 
has turned down in most countries. 


An important point emerging from the preceding dis- 
cussion is that the slowing down mentioned above 
(see discussion of trend values on p. 14) has been far 
from steady and that growth rates have, indeed, exhi- 
bited an ability to recover and to attain levels almost 
equal to those enjoyed at previous peaks; this took 
place in a number of cases. It is in the light of this tend- 
ency that particular care must be taken when map- 
ping out the direction of future movements. 


(ii) A “ first working variant” for 1980 


Several indices might be considered as a_ basis 
for projecting future trends. In the first place, there 
are available the indices of NMP measuring the aver- 
age “historical” growth rate: one estimated over the 
whole of the period 1950-1970, the other covering the 
period 1950-1967. The advantage of the former is that it 
incorporates the maximum information and that of the 
latter that it covers what amounts to practically two 
full swings (i.e. 1950-1958 and 1958-1966) of economic 
development. Both indices are greatly influenced by 
developments which are historically rather distant and 
accordingly may tend to reflect insufficiently the 
“current” direction of the trends in the growth rate. 


Then there is the experience of the relatively high 
rates bracketing the comparatively recent 1958-1966 
period. These “best” rates are apparently indicative 
of the level to which the growth rate may be pushed 
for short periods of time, its sustainment being difficult 
over longer periods. From the point of view of long- 
term possibilities, an average estimated over the whole 
1958-1966 period may well be a more realistic basis 
for projection than the “best” rates. However, such 
an average also has a serious inadequacy: its use would 
implicitly assume that differences between countries 
in the amplitude of the 1963 slow-down will deter- 
mine to a large extent the differentiation of future growth 
rates. The 1965 “ trend” values are also in certain cases 
influenced by the amplitude of the 1963 swing, the trend 
rate for Czechoslovakia apparently being particularly 
understated. For reasons relating to the mathematical 
properties of the curve fitted as a trend line, the figure 
for Hungary, on the other hand, would seem to be 
overstated. 


Finally, an average estimated over the period 1966- 
1970 might also be utilized. While most “ forward look- 
ing”, the “present” rate suffers from the fact that 


porated the effect of recovery from the 1956 events and possibly 
also from the more distant (but sharper than in other countries) 
slowing down in 1954 which was also partly due to special 
circumstances. 
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it covers a relatively short period of time the positioning 
of which, relative to the trend movement, is not very 
clear. 


An improvement on this is provided by the “ receding 
weight average ” 36 which, together with some of those 
previously mentioned, is shown in the text-table below. 
One characteristic of this index is that it is also “ for- 
ward looking”. With recent years receiving an arith- 
metically progressively higher weight, only 17 per cent 
of the index is determined by developments in the years 
1950 through 1958 forming the first development period. 
The rest of the index represents about equally the weight 
of developments in the period 1958-1966 on the one 
hand, and those from 1966 to 1970 on the other, roughly 
an average of the second period and the present rate. 
As can be seen from the table, the effect of the extension 
of the period for which the index is estimated is, nonethe- 
less, to smooth out differences between countries, both 
in the “ present ” rate and in the average 1959-1966 rate, 
which may be taken to be due to specific developments 
in the years considered. Thus, for instance, for Czecho- 
slovakia and Hungary the “receding weight average ” 
rate is significantly lower than the “ present ” rate which, 
in the case of Czechoslovakia at least, apparently reflects 
the impact of the recovery from the slump in the growth 
rate around 1963, which was larger than in any other 
country. The opposite is true for the Soviet Union 
and to a lesser extent for Romania, where the present rate 
is even lower than the average for the period mentioned. 
While possibly reflecting a tendency towards retardation 
—stronger than in the other countries—it is also possible 
that the relatively low growth rates recorded in these 
countries in the present quinquennium are a reflexion 
of either a somewhat earlier or a steeper downswing 
in the growth rate (owing to temporary factors), in 
which case the “receding weight average” index 
may well provide a firmer basis for projection. 


Growth rates of NMP 


“ Peak rates” % Ауегазе “ Present “ Reced- 


around rate “Trend rate” ing weight 

1959- rate” 1966- average” 
1959 1966 1966% 1965¢ 1970 rate 
В рама 9.6 8.8 7.9 8.1 8.4 8.0 
Czechoslovakia 7.4 6.8 4.3 3.8 W383 553 
Eastern Germany 6.3 6.0 Spill 4.5 5 8 
bun gary ee ae 9.8 5.7 6.3 6.3 6.4 5-7 
Иа ae Wee 6.9 6.3 6.2 6.2 6.3 
Кошаша seer 10.8 9.0 8.6 Пей 8.1 8.1 
Soviet Union .... 8.8 В Я 7.0 6.6 И 


а Five-year average centred on one of the years 1958-1960 and 1965-1967, 
whichever is the highest. 


5 Average of five-year averages of the period between the years used 
for columns 1 and 2. 


С See р. 14 and table 2.8. 


When extrapolating the growth rate on the basis of 
the “receding weight average”, past as well as current 
tendencies in each country are taken into consideration. 
Each country’s own experience is weighted independently 


36 :; 1e] ad avers 7 i i 
1.е. a weighted average of annual changes, weighting year 1 
by 1, year 2 by 2, etc. 


of the experience of the group as a whole. A second 
approach might be to use such common patterns of 
development as can be found within the group as a whole. 
This is on the assumption that in the long run the expe- 
rience of the various countries tend to converge towards" 
a common pattern, and that the relationship found 
between growth rates of the various countries and their 
per capita GDP level is itself a reflection of this pattern. 


In the first section of this chapter a fairly high degree 
of correspondence was found between NMP growth 
rates and relative GDP per пеа4 levels. It is more dif- 
ficult to find a satisfactory way of expressing this 
relationship in analytical form. Of the various equations 
which seem appropriate for this purpose, the following 
three give the best results: 


1 
У = 4.304 + 934.153 — (г = 0.71, в = 0.91) [2.1] 
x 
1 
Y = 8.741 + 40.269 (г = 0.76, в = 0.84) [2.2] 
log Х 
1 
log У = 0.6559 + 64.03 — (г = 0.73, с = 0.96) [2.3] 
x 


where Y = least squares annual growth rate of NMP 


> 


Х = calculated GDP per head in 1950 in “ average’ 
1963 United States dollars 

r = the index of correlation 

с = standard error of У estimate. 


None of the equations provides an estimate that is 
precise enough to serve as more than a general indication 
of the implied tendencies. Nonetheless, using equation 
[2.2] which gives the relatively best approximation, the 
following growth rates can be estimated as corresponding 
to the 1965 GDP per capita levels: 


GDP per capita Growth rate yielded 
in 19654 by equation [2.2] 


Bulsariame pee ere mee poker 775 5.2 
(Сиесвозюакта лье 1 240 4.3 
Easterns Germanva eee 1 348 4.1 
Нора ее 870 5.0 
Ра о. 870 5.0 
Кота 627 ы Я 
SOME Witt Suosoonussouce 969 4.7 


а Calculated figures in “ average ” 1963 prices expressed in dollars. 


The magnitudes presented, together with the “ histor- 
ical” average growth rates, may well be regarded as 
the limits within which the future growth rates of NMP 
may be found. By averaging the two figures, an alter- 
native working variant can be derived as follows: 

NMP growth rate 


Geometric 


average Growth equation Alternative 

1950-1967 (2.2] working variant 
Bulgaria eer were 8.0 2 6.6 
Czechoslovakia ..... SEP) 4.3 4.8 
Eastern Germany ... 6.1 4.1 Dell 
NUT Sanya ener: 5.8 5250) 5.4 
Poland 6.7 5.0 158) 
Romania ..... 8.3 5) 7.0 
Sovie о wen. 8.2 4.7 6.4 
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It-must, of course, remain a matter of judgement 
whether the “receding weight average” rate or the 
figures Just derived provide a better starting point for 
a Projections exercise. A pragmatic advantage of the 
‘ receding” weight averages” method is that it yields 
higher estimates, thus reducing the danger of under- 
estimating future growth possibilities. This method 
is therefore used here on the assumption that any lack 
of realism will come to light when the consistency of the 
projected growth figures is tested against various inter- 
dependencies. 


Thus, by applying the “ receding weight average ” 
rate to the 1970 figures, the first projection of the NMP 
for 1980 is obtained. In order to derive GDP figures 
as a first approximation, an assumption is made that 
the average growth rate of GDP will be three tenths 
of a percentage point lower than the NMP average 
growth rate. The results of the calculations—the growth 
of GDP shown also on a per capita basis using popu- 
lation projections as published in the Economic Survey 
of Europe in 1968, chapter III table 1 (slightly revised 
in the light of actual developments in the period 
1965-1968)—are provided in the table below. 


Average annual growth rates 


Per 

Popula- capita 

NMP GDP tion GDP 

1970-1980 1970-1980 1970-1980 1970-1980 
Ва. 8.0 Teal ONT, 7.0 
Gzechoslovakia (e100 53 5.0 0.6 4.4 
Eastern Germany ...... 5.3 5.0 0.2 4.8 
О oe ea eee aeee 5.7 5.4 0.4 5.0 
POLANG ори а hae 6.3 6.0 1.1 4.9 
Во rons... ace ae 8.1 7.8 0.9 6.9 
Soviet Unions son). ealdes: Theat! 6.8 1.0 5.8 

1965-1980 1965-1980 1965-1980 1965-1980 
Bulgaria sari sss scasoceesls 8.1 7.8 0.7 Teal 
@ZechOslovakia cure ces 3) 5.6 0.6 5.0 
Eastern Germany ...... Siz, 4.9 OFZ 4.7 
AMIN GARY eee. ен 5.9 5.6 03 Sie 
Ро 6.2 5,9 1.0 4.9 
ОЕ ЕЬ оооборою оо 6 8.0 ТТ 0.8 6.8 
ИЕ Ша а оо сова 6.9 6.6 A) Sia) 


It remains to be considered how the rates derived 
here tally with national plans or similar officially or 
semi-officially elaborated figures concerning the expected 
growth rate until 1980. At the time of preparation of 
this chapter, such figures were available for five countries. 
According to the Bulgarian long-term plan, the growth 
rate of the NMP will amount to an average of 8.1 per 
cent between 1965 and 1980, which is exactly the figure 
underlying the estimates shown in the table. According 
to official estimates, the NMP in Czechoslovakia will 
grow at a rate of 5.0 per cent between 1970 and 1980, 
that is 0.3 percentage points less than the figure shown 
here. In Hungary, according to preliminary working 
assumptions, NMP is to rise at a rate of 5.4 per cent bet- 
ween 1965 and 1985—i.e. 0.3 per cent less than the figure 
shown in the table. In Poland, a projection dating 


back somewhat earlier (around 1966)—also prepared 
by the Planning Office—foresaw an annual increase of 
the NMP of 6.0 per cent between 1965 and 1980; this 
is also somewhat lower than the figure shown here. 
The directives concerning the Romanian 1971-1975 
Five-year Plan stipulate an average annual growth 
rate of the NMP of 7.7 to 8.5 per cent, while the guide- 
lines for the development of the economy until 1980 
foresee the doubling of the 1970 NMP, implying an 
annual growth rate of 7.2 per cent. The estimate shown 
in the above table is exactly in the middle of the range 
given in the directives for the next Five-year Plan, 
while it is higher than the official figure for the period 
1970-1980. Thus, the variant considered here remains 
well within the upper range of any development goals 
which can reasonably be expected to guide planners 
and policy-makers in making their development decisions. 


(iii) Projection of the sectoral growth-pattern of output 


So far production has been projected on the assump- 
tion that changes in output of particular sectors are 
interdependent, not only in the sense of being determined 
by the pattern of demand and technical relationships 
of production, but also in the sense of availability of 
factor supplies. For instance a higher increase in indus- 
trial production can be achieved at a cost of a relatively 
lower expansion of agricultural output, and vice-versa. 
Following the same assumptions, a disaggregation of 
the total into major sectoral groups is attempted with 
a view to providing a more detailed picture of the condi- 
tions in which the growth rates might be realized. This 
should also provide a more convenient basis for testing 
a number of structural relationships which may be 
obtained in a given growth pattern. 


There are at least three paths which can be followed 
at this stage in order to arrive at an evaluation of the 
pattern of sectoral growth: 


(a) One may follow a purely extrapolatory procedure 
based on past and current relationships. 


(b) One may view the growth of certain sectors as 
being autonomously given, that of others as being govern- 
ed by technical relationships. The growth of the resi- 
dual sector is then determined by taking into account 
over-all growth and the growth of the specified sectors. 

(с) One may apply “comparative interpolation ”, 
i.e. look for experience elsewhere (that is, if such expe- 
rience lends itself to general interpretation). 


It would appear that the procedure mentioned under 
(a) above is not easily adaptable to the problem at 
hand. Average past relationships are obviously poorly 
suited to the task of expressing future growth conditions, 
and the influence of policies (especially in view of 
the historically unique period of industrialization), 
and “current” trends in relative sectoral growth rates 
—like the over-all growth rate itself—are both influenced 
by factors of a rather short-term nature. At best, “ histor- 
ical” and “current” relationships are useful as a 
basis for comparison, thus helping to evaluate the 
scope of the implied changes. 
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TABLE 2.18 


“Expected ” and actual relative product per worker by sectors, current and 1963 prices, 1950 and 1967° 
И Я М СЕ АВ Е К 


Industry and construction Agriculture and forestry Services 
Actual Actual Actual 
Current 1963 Current 1963 Current 1963 
Country Expected prices prices Expected prices prices Expected prices prices 
1950 
Bulgania Babar ее 1.54 2230 1.43 0.54 0.34 0:57 1.61 2.67 2.62 
Срлесвозюохаюма не ересь 1.22 Ol 1.08 0:52 0.38 0.65 1.29 1.08 1.43 
коня (СОМЕТА 9 ре редеросовао 1.26 1.07 0.86 052 0.38 0.65 37 bee? 1.46 
(akin? Вю о От оО 137 1.65 esi, 0.52 0.37 0.49 1.48 1.62 1.65 
Poland а. 1.40 1.92 il hth 0.52 0.39 0.54 1:50 1.65 1.91 
Вотан ее. 1.88 —- 1.49 0.55 — 055 1.78 — 3.29 
ое. 1.44 1.69 ПРИ 0.53 0.45 0.57 1.54 1253 1.64 
1967 
Bulgatia, saci ten scree acts Nuts) 1.28 1.29 0.55 0.63 0.57 (US ie 1:22 1:31 
Слесво<оа ка: 1.09 1.24 223 0.61 0.47 0.41 1.07 0.95 1.03 
iBastern™ @еану ее 1.08 oll} из 0.62 0.73 0.48 1.06 0.95 1.05 
Hungary ео... Иа 32 1.38 0.57 0.55 0.38 1. 15 1.03 1:12 
Ро ean eee ee rer 1.14 1.56 1.53 (0.55) 0.44 0.36 | Wea 1.20 1.38 
Вотан. ИЯ 2.00 0.52 0.40 28 Peg? 
Soviet ЦО оооборосазосовосью i? 1.38 1.43 0.56 0.58 0.48 1513 0.98 1.03 
@ Corresponding to GDP coverage. b 1952. с 195. 


The method mentioned under (5) above has an im- 
portant advantage over that mentioned under (c), 
particularly. in the case of the centrally planned eco- 
nomies, namely that it provides more room for policy 
oriented development patterns. However, по sector 
can be developed independently of others, and it may 
be argued that—at least where broad sectors such as 
industry, agriculture, etc. are concerned—the element 
of complementarity rather than of substitutability 
plays the dominant role, at least in the long run. It is 
for this reason that “comparative interpolation ”, 
even if involving countries with a different institutional 
set-up, may be considered as providing a useful tool 
for this purpose as well. 


The growth of agriculture, construction and material 
services is projected independently as follows: 


(а) Agriculture: on the assumption that gross agri- 
cultural output will grow in accordance with preliminary 
estimates prepared by the FAO, slightly modified in 
the light of domestic targets and actual performance 
in the years 1965 to 1968,37 and that the relationships 
between the growth of net and of gross output will 
continue as in the period from 1950 to 1967. 38 


37 These FAO figures were designed to apply to the period 
from 1965 to 1975. Since the increase in demand for agricultural 
products may be assumed to slow down at higher income levels, 
the FAO tentative estimates taken to apply to the year 1980 
would seem to incorporate an upward bias. The projected average 
annual growth rates are as follows: Bulgaria 3.4: Czechoslovakia 
1.8; Eastern Germany 1.1; Hungary 1.9; Poland 2.4; Romania 2.8: 
Soviet Union 3.0. 

38 With the exception of Czechoslovakia, for which the assump- 
tion is made of a smaller decrease in net output than before 
for a Corresponding rise in gross output. 


(b) Construction: on the assumption that net output 
will grow at the same rate as gross output, increasing 
at a rate 10 per cent higher than the growth rate of 
NMP; the latter figure being derived on the basis of 
some considerations regarding investment rates and 
the required share of construction in total investment. 


(c) Material services: on the assumption that they 
will expand at a rate similar to the NMP, taking into 
consideration past relationships and the need in most 
countries to accelerate the growth of this sector. 


The projection of industrial output follows from these 
independent projections for other sectors (regarded 
as largely decided by policy), given the previously 
determined growth rate of aggregate output. 

The results of the calculations, given in table 2.19, 
show the sectoral growth pattern of NMP obtained 


TABLE 2.19 


Sectoral growth pattern of the NMP, “ First projection ”, 1965-1980 


ae NMP less agriculture . 
ess 
| NMP agri- Cons- Agri- 
Country total culture Industry truction Other culture 
Bulgatiayee cea 8.1 DET 10.3 8.9 8.1 2.4 
Czechoslovakia .. 5.9 On 6.6 6.5 aye ALG) 
Eastern Germany 3) 72 5.6 Sia 53 Shae? 0.4 
HUI gal were ee 5.9 6.6 6.7 6.5 5,9 0.4 
Ро 6.2 Ue 7.4 6.8 6.2 1.5 
Romaniaue eee 8.0 9.4 9.8 8.8 8.0 роз 
Soviet Union ... 6.9 Thad И.Э 7.6 6.9 2.6 
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from ~ the “first projection”. In evaluating sectoral 
Proportions, the ratio of GDP growth to industrial 
growth is of particular importance. As can be seen 
from the figures below, the assumed sectoral pattern 
implies a rise in this ratio everywhere. The projected 
increase 15 rather uneven, the tendency being to reduce 
the existing variation mainly because of a relatively 
higher increase in the ratio of the two countries which 
are, industrially, least developed—Bulgaria and Romania. 
Nevertheless these two countries, joined by Poland, 
would continue to have the relatively lowest ratio. 


GDP and NMP growth rate as a proportion 
of the industrial growth rate 


—Ш eese—seeSsSsSs 


Projected 

1950-19654 1965-1980 
GDP NMP СОР NMP 
Bulgaria: а nee 53 56 .76 79 
слесцооуакае ee on 67 . 67 85 89 
Е азтето сета ван 73 .80 .86 91 
Нороагуию, ооо ата 57 65 .84 88 
Polar diet sues )o.c ettew es one d kc 65 72 .80 84 
ROMANIA wae eee ceed. AN 56 61 .79 82 
Си О ооо 72 wht 84 87 


а Geometric growth rates. 


How do the above changes compare with past trends ? 
With respect to the relation between industry and NMP, 
the relevant data are provided in table 2.20. It can 
be seen that the growth proportions between the two 
aggregates have tended to change from one period 
to another, even when the periods for which the averages 
are calculated are long enough to minimize the effect 
of short-term factors such as fluctuations in agricul- 
tural production. Generally speaking, there has been 
a tendency for the ratio of the NMP growth to indus- 
trial growth to increase over the long period. But the 
tendency for this ratio to vary inversely with the indus- 
trial growth rate is more important. Indeed, the follow- 
ing regression equations can be estimated on the basis 


of the data shown in the table: 
(1) У = 2.349 + 0.490 X, (г = 0.82) [2.4] 
and (2) С = 1.098 — 0.0314 Х, (г = 0.67) [2.5] 


where Y represents the NMP growth rate 
X represents the industrial growth rate 
and C represents the ratio of the NMP to industrial growth. 


A summary check of projected proportions against 
past relationships may be obtained from the above 
equations. As can be seen from the figures below, the 
projected NMP growth rates are everywhere some- 
what higher in relation to the industrial rate than would 
appear from a combined time series/cross-country 
analysis of past relationships. Since this relationship 
was determined to a large extent by development policies 
which were similar in all countries, the difference he- 
tween projected and past relationships can be taken 


to. be indicative of the effect of the assumed policy- 
oriented shift towards a more balanced growth pattern. 


Projected NMP growth rate, 1965-1980 


A B © 
Врата И 8.1 7.4 ied 
GZechos OV akid es a 5.9 550 Se 
Basten ета ya ee Does Sel 5 
Hungary sere, Зо wee 5:9 5.6 Shas) 
Poland? Wy. Ил м Oe 6.2 6.0 6.3 
В оао 8.0 fee Я. 5 
Е: ШО одъоорорьсовь 6.9 6.2 6.6 


А = “ First” projection variant. 
B = Estimated using equation [2.4] and the projected industrial rate from 
variant А. 


С = Estimated on the basis of equation [2.5] and the industrial rate projected 
from variant A. 
TABLE 2.20 


Rates of growth of NMP and of industry and growth ratios, 
various time intervals 1950-1967 


Ratio of NMP 
to industrial 
Country and period NMP Industry growth 
Bulgaria 
195321957 neato Siz 159) 0.52 
1958-1962 en ee eee Hoes 1350 0.60 
1963-1967 eee 9.0 Я 0.77 
Czechoslovakia 
OBIE ES: ino sto ea ws oc 6.7 9.0 0.74 
ТО-ТО ees ieee 5.8 Woe? 0.81 
19531962 ararece csr Bit 8.6 0.63 
1963-119 Gi] ыы 98 Sate 1.00 
Eastern Germany 
= ео. И ORD 0.78 
1958-19 6.5 8.9 0.73 
1963-1967. 4.6 4.6 1.00 
Hungary 
LOST 09S See aeneceie: 6.7 10.4 0.64 
ОВО а 5.8 4.5 1.30 
ТОО. 6.7 10.6 0.63 
1963519 Gi/eieeee 6.0 WAS 0.73 
Poland 
1951-95 ее. 7.4 А 7) 0.60 
Е Пиар а зе US 9 0.78 
[95851962 pacmsiseeast ale 6.0 8.8 0.68 
ВЫ О особа вены 6.4 HS) 0.81 
Romania 
(950195 Sin ae оке {365 life 0.79 
1953=1957 metered ota 8.8 11.0 0.80 
[958-1962 в ore 6.7 13.8 0.49 
ОВЛ боорвосов 9.0 12.9 0.70 
Soviet Union 
1951-1955 4 12.9 0. 78 
95-9... Sere 10.1 11.6 0.87 
1998-1962. TPA 9.5 0.76 
Об. Па 9.2 0.79 
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(iv) Projection of the size and distribution of the labour force 


So far the discussion has concentrated on the growth 
and structure of NMP without considering the avail- 
ability of input resources. The implied assumption 
was that the growth structure has no influence on the 
growth rate. This is clearly inadequate considering 
that input requirements differ in various sectors and 
that, therefore, with a given amount of resources, over- 
all growth may be higher or lower depending on (a) 
how the resources are distributed among sectors and 
(b) the relative rate of expansion of sectoral produc- 
tivity. 

Only labour resources are considered in this exercise. 
The growth of labour resources is given exogenously. 
For this purpose variant I of the estimates prepared 
by the secretariat (Economic Survey of Europe in 1968, 
chapter III, table 8) is used. The variant is based on the 
projected distribution of the working-age population 
by age and sex, and the assumption that the age- and 
sex-specific activity rates prevailing in the last census 
will remain unchanged until 1980. The 1965 actual 
employment figures, the 1980 projection and a com- 
parison of projected and past growth rates are given 
in the following table. 


Annual percentage 


Employment in thousands increase 


1950- 


1965 1980 1965 4% 
Bulgaria весь 4 268 4 802 0.59 0.8 
Czechoslovakia ...... 6 477 ИЯ .0 0.8 
Eastern Germany .... 8 070 8 570 и 
С Ceooganawess 4 915 20377 1.0 0.6 
Polandiarccte tee 15 589 20 343 1.8 1.8 
Romaniaeene eet 9 663 11 402 Oe ial 
SOME WING созобона 103 620 133 460 во ый 


@ Geometric rate. 
D 1952-1965. 
с 1951-1965. 


Thus, in most countries employment is foreseen to 
grow at nearly the same rate as in the past. The greatest 
difference, projected for Bulgaria and Hungary, amounts 
to 0.3 and 0.4 per cent respectively. 


From the point of view of availability of labour 
supply, the scope for transferring labour out of agri- 
culture is more significant than the increase in the 
total labour force. 


Strictly speaking, in order to test the consistency 
of output projections with labour availabilities, a pro- 
gnosis ought to be made of labour requirements under 
changing technological conditions in each branch 
and sector of activity. For agriculture, this would meen 
fixing the size of the agricultural labour force to be 
consistent with the projected level of output (and also, 
of course, with the projected level of agricultural tech- 
nology). But even this approach would only have a 
limited degree of usefulness. Whatever may be the case 
in other sectors, the level of agricultural manpower 
is, in most countries, still determined by demographic 
factors on the one hand and the absorptive capacity 
of the non-agricultural sector on the other: only in 
the most developed countries have technological require- 


ments begun to provide a barrier to the decline in 
agricultural employment. 


Labour requirements per unit of output in agriculture, 
in addition to being influenced by soil and climatic 
conditions, are—as elsewhere—determined by the amount | 
of capital per worker, technological standards, scale 
of production and a variety of other factors, and it is 
difficult to judge to what extent relative labour distri- 
butions indicate the existence of labour reserves in 
agriculture. Obviously, however, a percentage decline 
in the agricultural labour force in countries where its 
share in the total is high has greater significance in 
terms of the percentage increase in the supply of non- 
agricultural labour than in countries which already 
have only a low proportion of their labour force in 
agriculture. And, of course, such a percentage decline 
means, in absolute terms, a decreasing number of people 
leaving agriculture. 


The relationships indicated may well be helpful in 
the search for some guide posts in mapping out future 
sectoral patterns. However, they provide little in terms 
of what might be used as a “ working model” for the 
elaboration of such patterns. For instance, while it 
may be assumed that the future rate of withdrawal 
of labour from agriculture will somehow be related 
to the degree of availability of reserves in agriculture, 
it is difficult to define this relationship with any pre- 
cisions. Inconsistencies soon appear, whether in relation 
to past trends or in relation to what may be realisti- 
cally expected from present policies with respect to 
expansion of non-agricultural employment. 


Under these conditions, it would appear that only 
two “mechanical” procedures can be followed in 
projecting relative rates of change between agricultural 
and non-agricultural employment. In alternative (A) 
the assumption is made that the agricultural labour 
force will continue to decline at a rate similar to the 
average for the period 1950-1965. As this does not 
appear to provide enough scope for reducing existing 
relative “labour reserves” in agriculture in a number 
of countries, another variant (B) will also be used incor- 
porating the assumption that the decline in the propor- 
tion of the agricultural labour force between 1965 
and 1980 will be—in terms of percentage points— 
equal to that which took place in the preceding fifteen- 
year period, subject to the constraint that the share 
of agriculture in total employment will not be lower 
than would be expected on the basis of the projected 
GDP per capita level in 1980 (as derived from regression 
analysis) plus or minus one-half of the deviation of 
actual from expected as observed in 1967.. 


The estimates are provided in table 2.21. The impor- 
tant feature which emerges is that even under what 
appears to be a maximum variant, until 1980 Poland 
and Romania will actually add to their relative agri- 
cultural labour reserves; for the lower variant. this 
would also be true for Bulgaria and the Soviet Union. 


_ Next, there is the problem of projecting employment 
11 services. Decisions concerning the development 
of services (other than material services) extend into 
the socio-political sphere, and all one can do here is 
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TABLE 2.21 


Employment in agriculture in 1965 and projection for 1980 
И ТР 


In thousands Deviation from 


| Per cent of total Growth rate “ expected” 
1 980 1980 1965-1980 1980 
Variants Variants Variants Variants 
Country 1965 A B 1965 A B A B ey B 
Bulgaria eet 1 969 1 303 908 46.1 27.1 18.9 —2.7 —4.8 St 6.9 
Czechoslovakia ...... 1 366 866 758 1 11.9 10.4 —3.0 —3.8 3.1 1.6 
Eastern Germany .... 1 301 818 668 16.1 95) 7.8 3.0 —4.3 1.4 —0.3 
Elum ganyats. on «ask. attr 1 520 1 088 806 30.9 20.2 15.0 —2.2 —4.1 7.8 2.6 
Ро о. > 6 826 6 935 6 326 43.8 34) 1 alt (0. —0.5 MP} 19.5 
Romaniae at se eee 5 550 4 912 4 709 57.4 43.1 41.3 —0.8 —1.1 28.4 26.6 
Soviet мов о... 32 900 28 327 19 752 31.8 21.4 14.8 —1.0 — 11.0 4.6 


Variant А = “Low” variant derived on the assumption that employment 


7 1 i i у Variant В = “ High” variant derived on the assumption that the decline in 
in agriculture will decline at a rate similar to the average of the period 1950-1965. 


the proportion of the agriculture labour force will be — in terms of percentage 
points — equal to that which took place in the period 1950-1965. 


TABLE 2.22 


Employment in services (excluding material) 1965 and various projections for 1980 


SS 


Annual per cent 


In thousands Per cent of total labour force growth rate 
1980 variants 1980 variants 1965-1980 variants 

Country 1965 AA BB AB BA 1965 AA BB AB BA AA BB АВ ВА 
Вало ке ci kre зы 535 814 1 065 910 906 125, 022. 219. 015:9 2.8 14.7 3.6 3.6 
@zechostovakiat нее: 2 ae 1534 535 111435 ПДС WA О Е Key бр 6 
PastetmeGennany a) 2... scr 1437 1 645 1145 179 1 677 17. 80. 2 20.4420. 19.6 ОИ) 1 1 
AUIS У о ое 360 10861 264 1175 1 158 Wes 20s 2 Ae) PLS I о Beil 22400) 
POlANG pean orien cowie 6c ose Ze lO 3 163995 31792 13467 13.9 16.5 119.713 1617.0 А AN ВЯ В 
а. 913 1 441 1 716 1 643 1 485 Fa 1269 15.0 tarde 1370 И eet (Oe 955 
Зое ЕО cease ce woe. 17 650 26 246 32 653 29 564 28 381 ПО ОУ о РР P33} А ББ ВА 
Derived on the following asumptions: Variant AB: growth rate 30 per cent higher than the growth rate of non-agri- 


Variant AA: growth rate proportional to that of the non-agricultural labour cultural labour force as obtained on the basis of variant A estimate of agricultural 
force as obtained on the basis of variant A estimate of agricultural employment. employment. 
Variant BB: growth rate 30 per cent higher than the growth rate of the non- 


agricultural labour force as obtained on the basis of variant B estimate of agri- Variant BA: growth rate proportional to that of the non-agricultural labour 
cultural employment. force as obtained on the basis of variant B estimate of agricultural employment 
TABLE 2.23 


Employment in material sector excluding agriculture, in 1965 and projection for 1980 


a 


In thousands Per cent of total labour force Growth rates 
<= "F080 variants 1980 variants 1965-1980 variants 
Country 1965 AA BB AB BA 1965 AA ВВ АВ BA АА ВВ АВ ВА 


Виана еее ое Пи © бы Пе 2 ПЕ и. 455. 9658: 915319402. 2 BS 3s 2250 B30 
Gzechosiovakiay и... :. 3 987 5009 4995 4886 5094 61.6 68.7 68.5 67.1 69.9 Ио я ald 10 
Eastern Germany ........ _ 5 8B О О 6009 07 66.1 71.3 71.8 10.4 72.6 0.9 1.0 0.8 1.0 
ОЙ обо обо au cued 9535 13 203 13 30713114 3213 ils SES Wiles 57.9 Woe, Geel Si ele 2.0 
Rolandy, ees. aekione arco 6 596 10 092 10019 9 616 10 550 42.3 49.6 49.2 41.3 51.9 DBE) Dey 2 Se 
[Maeno asgaoadous сое оо ree 3 200 5049 4977 4 847 5 208 33,2 44.3 43.7 425 457 a oO) Bas Bed 
Stoytae Winker “Ge odacueoateabe 53 070 78887 + 055 75 569) 385 327 51.2 59.1 60.7 56.60 63:9 DS DRS Des 3:2 


eS 


ee 
AB = Low agricultural shift, high increase in services. 


AA = ricultural shift, low increase in services. i i i 
ad BA = High agricultural shift, low increase in services. 


BB High agricultural shift, high increase in services. 
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consider alternative growth patterns. Employment in 
services is projected on two assumptions: (a) that 
the growth rate will be proportional to that of the 
non-agricultural labour force, and (5) that the growth 
rate will be 30 per cent higher than the growth rate 
of the non-agricultural labour force. Four variants are 
thus obtained in connexion with the two variants of the 
agricultural and non-agricultural employment previously 
derived. The estimates are presented in table 2.22. 


Employment in the non-agricultural “ material” 
sector is obtained as a residual. As in the case of services, 
four variants are considered: one on the assumption 
of a smaller shift from agriculture and a smaller growth 
of employment in services; the second on the assump- 
tion of a larger decline in the agricultural labour force 
and larger increase in employment in services; the third 
on the assumption of a larger decline in the agricul- 
tural labour force and a smaller growth of employment 
in services; and the fourth on the assumption of a smaller 
shift of employment from agriculture and а larger 
increase of employment in services. The estimates are 
presented in table 2.23. 


(У) Reconciliation with the output projections 


The question then arises as to how the employment 
estimates, particularly in the material sector, excluding 
agriculture, tally with the projected output figures. 
In other words, what can be said of the feasibility of 
attaining productivity growth rates in this sector con- 
sistent with projected output and employment ? The 
productivity growth rates needed to attain projected 
output growth and the comparable past average growth 
rates are shown in table 2.24. 


It can be seen that in order to attain the projected 
growth rate of output in Bulgaria, Czechoslovakia, 
Hungary and Romania, a higher growth rate of labour 
productivity would be needed than has been, on the 
average, attained in the past. The opposite is true for 
eastern Germany, Poland and the Soviet Union. 


It was brought out earlier that the tendency in most 
cases has been for labour productivity growth to decline 
over time.39 These trends may be taken to a large extent 


39 See page 12. 
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to be a reflection of the trends in output. Although 
there is an association between the growth of output 
and growth of employment, not all of the changes in 
output can be explained by changes in employment. 
Considered in relation to the growth of output, the. 
growth of labour productivity has been much more 
stable. And, while in some countries a certain deterio- 
ration in this relationship is apparent (i.e. the propor- 
tion of output growth which cannot be explained by 
the growth of employment), the decline has not been 
аз general. 

Using the relationship between the growth of output 
and of labour productivity, one may go a step further 
in testing the consistency of the output and employ- 
ment projections. From the data provided in table 2.25 
the foliowing growth relationships can be estimated 
to have prevailed in the various countries: 


Bulgaria 

E = —2.422 + 0.7660; (г = 0.95) 

р_—= 2.630) 10-1870: ( — 0.58) 
Czechoslovakia 

== [>07 = 0.1250: == WBS, 

Р = —1.488 + 0.852 0; 099) 
Eastern Germany 

E = —0.433 + 0.0840; © — 031) 

2—4 438) 40.9770: (= 0.96) 
Hungary? 

Е = —2.579 + 0.7320; (г = 0.90) 

P= 2.809 0:2210: (210.52) 
Poland 

E = —0.480 + 0.4360; (7 = 0.65) 

Р = 0.818 + 0.5060; (=_= 0:0) 
Romania 

Е = —3.696 + 0.788 0; (Е = 0:79) 

РА 4095-01520: 0 
Soviet Union 

Е = 3.729 — 0.0080; (= =0:06) 

Р = —3.475 + 0.9610; (Г 099 
where Е represents the employment growth rate, 


O represents the output growth rate, and 
P represents the output per man growth rate. 


‚@ Excluding the years 1954-1957 which were influenced by special factors or 
circumstances in some of these years. 


Both the size of the intercepts and the regression 
coefficients of these equations show a great deal of 


TABLE 2.24 


Projected growth of output,* employment and derived productivity 
SSS SS a 


Output per man 


pet aad р: Employment variants Required variants ae past 

з Я Country agriculture в. АА ВВ АВ ВА АА ВВ АВ ВА и 
Bul аа о ce ee 9.7 2.8 2), 72 2.6 3.6 Geil, 6.3 6.9 5.9 4.6 
Czechoslovakidiame nts eee 6.5 1.6 1.5 1.3 1.6 4.8 4.9 Spi 4 8 4.2 
Basten Genmany.anenoee een aie 50 0.9 1.0 0.8 1.0 4.7 4.6 4.8 ЧЕ 6.7 
ELUM ALY И т cece acter ee ee 6.6 1.6 1.8 1.4 2.0 4.9 4.7 5 4.5 3.7 
Pe вне И т 26 ов ао о Aol ais 5.2 
Romania Еее 9.4 Sail 3.0 25 Sis) 6.1 6.2 6.4 5.9 56 
SOM Whirl worooouedaauoed uct nhac Ted Dll 2.9 ра В 4.9 4.7 558) 4.4 5.9 


@ First projection. See table 2.19. b Exponential га» 1950-1967. 


a 
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variation. This may be taken to suggest that “ growth 
efficiency has been rather dissimilar at various growth 
levels in the different countries. The nature of these 


differences is more clearly seen ш the following 
figures: 


Estimated growth rate at output growth rate of: 


Thus, for instance, at a 5 per cent expansion rate, 
к growth efficiency ” (as measured by the proportion 
of increase in output which cannot be explained by 
employment growth) has been most pronounced in 
eastern Germany, Romania and Hungary, and rela- 
tively lowest in the Soviet Union. The picture is quite 
different at the 10 per cent growth level. Here, although 


pr р. ит, eastern Germany still maintains the highest position, 

Вана it is followed by Czechoslovakia and the Soviet Union. 

ЕР eee Rat als A A Ap Bulgaria, Hungary and Romania take the lowest positions, 

а 3 6 45 clearly reflecting a much higher elasticity of growth 
GeeclioslovilGa of employment with respect to output, and a corres- 

ов. 21 27 pondingly much lower elasticity of growth of labour 

а а. Dee 70) productivity. 
Eastern т 

Е У и Ore ea In the light of these relationships, the question may 

ар ee 5.0 9 6 be posed—what employment and productivity growth 
Hungary rates are consistent with the preliminary projections 

a ote и 1.0 47 of the growth of output for the period 1965 to 1980 ? 

Bees St 3.9 5.0 The answer is provided by the figures below. The second 
Poland and third columns show the growth rates of employ- 

|e go aa 1.7 3.9 ment and output per man in the period 1950-1965, 

Pee ee 2 3-4 59 аз obtained from the above regression equations 
Romania and using the geometric growth rates of output (column 1) 

ie ey oe ay У 0.2 4.2 during this period. The fifth and sixth columns show 

Pine: 2 Ore 4.9 5.6 growth rates of employment and productivity as ob- 
Soviet Union tained by applying the regression equations to the 

Вим туз Зе 347 growth rates of output projected for the period 1965- 

|e Oe 13 6.1 1980 (column 4). 

NMP less agriculture 
1950-1965 1965-1980 
oe Е P. о Е р. 

Ul @ania ое То 5.8 4.6 ой 5.0 4.4 

Gzechoslovakiay „нь. 6.9 2.4 4.4 6.5 2.8 4.1 

Базеги Germany ....... hae? OFZ 7.0 5.6 0.0 5.6 

Нмосаву ловить Tes 29 4.5 6.6 Jane) 4.3 

Poland: ее. 9.1 85 5.4 ie 2.6 4.4 

INGMANI Aw нева: Re 2 Sel 5.8 9.4 Эа! 58 

Soviet о wae sce. 10.2 36 6.3 Holl 9-й 8.9 


_ р кквквквиииии____Й_Й_ЙЙ_Й_Й—Й_^_Й_—_й_—Щб ee UE EnEEEnnEESEEEEERERNE 


@ Geometric growth rate. & 1952-1965. 


It can be seen that, whereas in some countries the 
expected growth rates of labour productivity remain 
about the same as in the past, in others (owing partly 
to a high elasticity of productivity changes to output), 
the expected growth rates of labour productivity are 
much lower than previously experienced. The latter 
is particularly true for the Soviet Union where the 
expected growth rate of productivity is only about 3.9, 
as compared with a past average of 6.3 per cent. Another 
country in which a considerable deceleration in the 
productivity growth rate is to be expected on the grounds 
of the deceleration in the output rate is eastern Germany. 
In Bulgaria, Hungary and Romania, the impact of 
lower output growth may be expected to be borne by 
the decelerated growth of employment, and in Poland 


by a decrease of employment and productivity growth 
by about the same extent. 


What is most important is that the data reveal a 
discrepancy between the employment and (implied) 
productivity growth rates so far projected, and the 
employment and productivity growth rates which are 
to be expected should there be a continuation of past 
relationships between the growth of output on the 
one hand and the growth of employment and рго- 
ductivity on the other. Thus, the equations yield 
growth rates of employment which are, in most cases, 
higher than those considered as alternative projections. 
They yield productivity growth rates which are gene- 
rally lower than those which would be needed in order 
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TABLE 2.25 


National income less agriculture: five-year moving average of yearly percentage change in output, 
employment and output per man 


Country 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965. 
Bulgaria в Wott: 
ое ето 101 $87 11.8 139 13.2 #21 11.5 88 8 х 
Pee oe ao S00 48 62 оО авт 69° 45 38 де 
ИЯ chew ea ceo Robes БП со а Е 
п 
я PR ee, (0:0) 85. 75° sit 82" 7/8) 33 175 40 eae. 12 ЗО 
Tipe ee 26 03 O85) 935 2.52370 оби (Nemes ТО 
OVO, (SE WIEN copsadronenanc YA 6.0 4.8 5,4 Shots! 5.0 5.4 4.7 2.4 т ie 2 176 pan) 
nN 
esl eco RR eee Gr 195 95 321182 о оон eae 
о. (26. 0.9 01 Оооо 6 ОА Ом 260.0 О 
а, ое Cotes Omari 9 Renn 
ео crs oath СВЕН Ва Аа 6.9 34% 120. Solem вл. во | 
а. 50 ОО 929 ^ 3.03413 ео 35 а ао 
о и 1G т дл 80 955 с: м 
ее: 1] 75° "gis Se 
о se 1.oe-aact a, о ote. a > в. . 
а а ЧО З 32 24 ма 24 до ОЗ о 
а. СО т "5.38 980 51 28 63. зон ати до ао 
о a #7 819° Ме. 9782 105 08 11.5 0 Ею. пе 
о fe ere Sis NAT ee 1.6 Го о em 61 «Ce ami Gg ee 
Onn on ee ee 3,08 15.0753. 70° 59° 860) лм 51. 60. а ee 
Soviet Union 
о comme Wee canons 12:6) 1106. Mise ite 10:5 1109 Olam eg (Spe eg ke eee 
rns ce ee ee о 3.5. 34 Saabwy ee 
ое. B18 “906: ТТ 669 062 971 46 43 44. Зоо 
a ee ee eee eee 
TABLE 2.26 


Consistency of various employment and productivity estimates 
(NMP less agriculture) 


rrr — — eee 


Labour productivity Employment 
“needed” various variants From equations “ projected” various variants 

Country AA BB AB BA AA BB AB BA 
Во ата ree ee 6.7 6.3 6.9 5.9 4.4 5.0 2S 9.2 2.6 3.6 
Czechoslovakia .......... 4.8 4.9 Soll 4.8 4.1 23 1.6 1.5 ies 1.6 
Eastern Germany ........ Al Gf 4.6 4.8 4.6 5.6 0.0 0.9 1.0 0.8 1.0 
ELUN aT yer eee tment 4.9 4.7 Sad 4.5 453 23 1.6 1.8 1.4 2.0 
Poland м ene 4.1 4.2 4.5 3.8 4.4 2.6 2:9 2.8 РЭ 3.2 
Romaniayes yen rar 6.1 6.2 6.4 5.9 Sos) 37 Set 5) 2.8 Bios) 
Soviet Union! sees 4.9 4.7 Se 4.4 3.9 Л 2.7 2.9 2.4 See 


to attain the projected growth of output with the pro- cannot generally be regarded as realistic unless extreme 
jected growth of employment. Exceptions to this are assumptions are made about the elasticity of labour 
eastern Germany and Poland, as can be seen more supply for the non-agricultural material sectors. In 


clearly from table 2.26. the present section, an attempt is made to derive, in 
the light of the previous discussion, a more realistic 
(vi) Alternative projections set of projections, one of which is to serve as а “ central ” 


| | | ее projection. This will be accompanied by some further 
The preceding discussion indicates that the output consideration of the factors influencing productivity 
projections derived by the methods described above growth in the non-agricultural material sectors. The 
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hypothesis about agricultural output, and the alter- 
native assumptions about the size and distribution of 
the labour force, already described, are retained. 


The major question to be resolved is whether one can 
reasonably retain the projections of productivity in 
spite of the deficiency of labour supply to meet the 
first set of output projections. It has been shown that 
the elasticity of productivity growth with respect to 
output growth has been rather high in some countries.40 


The relationships so far considered between output, 
employment and productivity growth are based upon 
output as the independent variable. Since there is a 
determined interrelationship between the two regression 
equations involved in each case, the significance of the 
correlation between output and any of the other two 
variables is dependent not only on the size of the coeffi- 
cient measuring this correlation but also on the corre- 
lation coefficient from the other equation. Thus, for 
example, the statement that in eastern Germany a 
growth rate of output of 5 per cent can be expected to 
be associated with virtually no increase in employ- 
ment appears to be true not because the equation involved 
“ explains ” a great deal of the variations in employment 
growth by variations in output growth, but from the 
corollary equation relating the growth of productivity 
to that of output. 


On the other hand, the fact that in most countries one 
or other of the equations commands a low correlation 
coefficient may be taken to indicate that there is 
rather an insignificant correlation between employment 
and productivity growth. In fact, if the latter relation- 
ship is analysed directly the following results are obtained: 


Bulgaria Pe 3298604 ОА Е (r= 0:25) 
Czechoslovakia Р = - 4.004 + 3.505 В; (г = 0.66) 
Eastern Germany Р = 6.680 = 0078) Е: @ = 0102) 
Hungary Pe O0425 90394 Е 1 023) 
Poland P=) 5422 0053 Ey С = 009) 
Romania Pe 6.788 — 0.275 Е; ( = —0.42) 
Soviet Union Pa 11.091 — 1.427) Es @ = 020 


where P and Е are as on page 34. 


In the absence of any clear-cut correlation between 
the growth rate of employment and that of labour 
productivity, one is compelled to conclude that, whereas 
according to past experience lower growth rates of 
output were generally accompanied by lower growth 
rates of labour productivity and employment, a reduction 
in the growth rate of employment does not necessarily 
lead to a reduction in the growth rate of labour produc- 
tivity or even output. The implication of an error in 
the labour productivity projection which is obtained 


40 This is particularly important for Czechoslovakia and the 
Soviet Union and less so for eastern Germany and Poland. 
On the other hand, in Bulgaria, Hungary and Romania, the 
error can be estimated at only one-third of the error of the output 
in Bulgaria a growth rate of output 
30 per cent lower than that underlying the productivity projec- 


jected 4.4 per cent. 
4 


when the growth of output is assumed to be the determin- 
ing variable is not sustained when the growth of employ- 
ment is taken to play the strategic role. 


Moreover, the productivity projections so far consi- 
dered represent essentially extrapolations of past trends 
in each of the countries considered. If one is to envi- 
sage changes in these trends, it is very likely that a 
country such as Bulgaria, whose past “ growth effi- 
ciency” has been significantly below average, will 
improve its performance, whereas a country such as 
eastern Germany, whose “growth efficiency” has 
been much above the others will, owing to a greater 
availability of labour, experience a certain deterioration 
in the relationship between productivity and employ- 
ment growth. In effect, what is likely is that the relation- 
ships in the different countries will move closer to 
those which have characterized the group considered 
as a whole. 


Using table 2.25 the following equations can be 
derived illustrating “average” relationships between 
the growth of output, employment and output per man 
in the group as a whole: 4! 


E = 
Р = 


0.575 ©: 
1.904 - 0.389 О; 


GS OP) 
(г==0:56) 


| 


The labour productivity and employment growth 
figures obtained from these equations, which are com- 
parable to those previously derived on the basis of the 
equations pertaining to the individual countries (co- 
lumns 5 and 6 of table 2.26), are as follows: 


Bulgaria 
Czechoslovakia 
Eastern Germany 
Hungary 
Poland 

Romania 
Soviet Union 


NwWNN YW 
UYUDWOUNSD®W 


Taking an average of the two productivity growth 
figures (i.e. assuming that the movement will be half- 
way towards the “ model”) and combining it with the 
projected employment variants, one obtains the growth 
variants of output, productivity and employment for 
the period 1965-1980 shown in table 2.27. 


Proceeding in a similar way as in the case of the 
“first” projection variant, the sectoral growth rates 
are derived. These—as well as growth rates of NMP— 
are given in table 2.28. 


For the derivation of GDP growth rates, one can 
now use the employment estimates for the service 
sector (excluding material) as shown in table 2.22. 
As before, the growth of output of this sector is esti- 
mated on the assumption that the growth rate of pro- 
ductivity of labour will amount to one per cent per 
year. 


и The Hungarian figures before 1960 are excluded from the 
regression equation since they represent five-year moving averages 
and are affected by developments in the years 1954-1957. 
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TABLE 2.27 
Derivation of new output variants 
(NMP less agriculture) 
нь ee er ee SS 


Employment Output 
Variants Variants 
Produc- ый 
Country У AA BB AB BA AA BB AB BA 
Bulgaria ее ее: a) aS 312 2.6 Bale 7.9 8.4 Tee 8.8 
@zechoslovakia meen rte 4.3 1.6 ed 173 1.6 6.0 5.8 5 6.0 
Eastern Germany ....... 4.9 0.9 he) 0.8 1.0 5.8 519 Bic lp 5.9 
АИ росы nee ee 4.4 AG tte) 1.4 2.0 6.1 6.3 5.9 6.4 
Ро[ай а. sees tania 4.5 ро о 25 BES 55 7.4 И 7.8 
Romania’ с. SMS) Зы! 3.0 20 Sa 8.8 8.7 8.4 9.0 
Sona WiC. cee cecanece 4.4 Dow ро 2.4 Bae 2 1.4 6.9 ed, 
TABLE 2.28 
Various projection variants of sec oral growth pattern of NMP, 1965-1930 
(Annual average growth rates) 
Country and sector AA BB AB BA 
Bulgaria 
Е о quate: cia Meme ee 6.6 ТО 6.4 Whew: 
INGO бобов vos bpmoneaaepaaede Dee 2.4 2.4 2.4 
INIMIPSlessmalcniCullttincmmsne- a tener i ново 7.9 8.4 Hod 8.8 
О к 8.4 8.9 8.2 93 
(О ВИ о ео не ен о аа ое оз Hed 7.0 8.0 
о. 6.6 7.0 6.4 7.3 
zechoslovakia 
МО ое eer eee ena 5 Su! a2 55 
АОИ <p nieeaer ere em oi ee 1.0 —1.0 —1.0 —1.0 
ИМИ LESS ВОИ Le occ ow sin annresanne 6.0 5.9 Say 6.0 
GUS CRY een ere eee are eee rer 6.1 6.0 5-6 6.1 
‘СОЯ ое ET wee ner eae 6.1 3.0) 5-1 6.1 
о оО eet ба рые BES а 5-7 Se) 
Eastern Germany 
INIMEP Sto о gen tears vas 5.6 505 53 BES) 
ASUICULEUTC ean о ое nae 0.4 0.4 0.4 0.4 
INIMIPRSIessaericuituneuse tes nrene eee nS 5.9 557 5.9 
О EGY Siacen pando bo cha wto eee coe 5.9 6.0 5.8 6.0 
О М meee ee ee si 5.9 6.1 ate) 6.1 
OUNCES A tomers nee ee ea aoe ee ce 5.4 Seo) 5.3 Se) 
Hungary 
NMP О Sarat oe eae ee ee 5.4 5.6 Dae! 57 
О оо оо ро Бао 0.4 0.4 0.4 0.4 
А 55 ОЕ оосососсовововоаа 6.1 6.3 348) 6.4 
о ВВ оао ee ae 6.3 6.4 6.0 6.6 
(ОАО sad ооо voooepocacoeae 5.9 6.2 551 6.3 
Е А ар ео 5.4 5:6 De, sya 
Poland 
NMP total Е Sean ee 6.6 6.5 6.2 8 
И os wah. ada оо ооо ор ыЕ 155) 155) Wes 1.5 
ММ” lessiaenicultune: sence ae geen TES as, ТЫ 7.8 
И о aren come sia Tats 7.1 7.4 8.1 
О oAnanadeeuucusoscnuasams ie Weil 6.8 TS 
О ЯРО oe 6.6 6.5 6.2 6.8 
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- TABLE 2.28 (continued) 


Country and sector AA BB AB BA 
Romania 

о cynic oe ee 7.6 Tiss) 7.2 eg, 
о foc... foc. ae 2.3 2.3 2.3 2.3 
NMP less agriculture ................. 8.8 8.7 8.4 9.0 
аут: г и ара 9.2 OF 8.8 9.4 
Consttuctionmanes и eee 8.4 ihe 7.9 45) 
о rae ое т. № 7.6 U3 V2 doh 

Soviet Union 
INMIP totale и eee 6.5 6.6 6.2 6.9 
РЫСИ т а eee 2.6 7.6 78) DBAS 
Меса ое .conecsnguscconse UP 7.4 6.9 т 
CUS ORV Sees reece ras Wenn, Sere т Зи 7.4 7.6 Glewh 7.9 
ConstiictiGne = ate con oe ene 7:2 7.3 6.8 И.о 
Dideto iin о eee, ME, See ee ae 6.5 6.6 6.2 6.9 


АА = Derived on the assumptions of a smaller shift 
of labour from agriculture and smaller increase of employ- 
ment in services. 


BB = Derived on the assumptions of a larger shift 
of labour from agriculture and larger increase of employ- 
ment in services. 


Depreciation is assumed to increase at the same 
rate as the NMP. Combining the values for services 
and depreciation with the appropriate values for NMP, 
the following variants of GDP growth are obtained: 


GDP growth rates 1965-1980 obtained on various assumptions 


А. 6 
Czechoslovakia ........ 5 
Eastern Germany ...... 4 
AUN AGYA le aotetee aes 4, 
О И ee era ices cis 6 
ROMAN Amey ete ea eeiacs i 
Боев. ее. 6 


орь®хФоФ 
ырьшфьсесоою 
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Derived on the following assumptions: 

АА: a smaller shift of labour from agriculture and smaller increase of ¢mploy- 
ment in services. 

BB: a larger shift of labour out of agriculture and larger increase of employ- 
ment in services. 

AB: a smaller shift of labour from agriculture and smaller increase of employ- 
ment in services. 

BA: a larger shift of labour from agriculture and larger increase of employment 
in services. 


(vii) Comparison with previous variants 


It will be recalled that two alternatives were available 
as a starting point for the present exercise. One was to 
combine national historical averages with the results 
of cross-country analysis. The other was to extrapolate 
national trends using a “receding weight average ” 
to give more weight to recent developments. Using the 
second alternative, the “first working variant” was 
derived which, as has been shown, yields figures which 


_ дд————д—дд_——д_—о— 


AB = Derived on the assumptions of smaller shift of 
labour from agriculture and larger increase of employ- 
ment in services. 


BA = Output variant derived on the assumption of a 
larger shift of employment from agriculture and smaller 
increase of employment in services. 


were either equal to or higher than those planned in a 
number of countries. It was concluded, however, that 
these figures—in most cases—are not consistent with 
expected output trends and expected productivity and 
employment changes, and hence new variants have been 
derived which are more consistent with these changes. One 
question which arises is how different are the present 
results from those which would obtain had the first 
alternative been used directly. Another is what changes 
are introduced with respect to figures serving as a 
starting point for the iterative process. 


The table below reproduces the NMP projections 
from table 2.28, together with the “ converging trends ” 
and “the first working variants”. With respect to the 
“ converging trend” figures, it can be noted that they 
do not differ very greatly from the revised variants. 
In three countries—Bulgaria, Hungary and the Soviet 
Union—they are well within the range of these variants. 
In Czechoslovakia, eastern Germany, Poland and 
Romania the “converging trend” figures are lower 
than the variants considered here. 


Projected growth of NMP 1965-1980 various projection variants 


вене “о Revised variants 

verging д — 

trends” ing” AA BB AB BA 
Bulgaria. cranes: 6.6 8.1 6.6 7.0 6.4 ms 
Czechosiovakia .. 4.8 3) 59) aD 5.4 Dae Sino 
Eastern Germany Sr Dow 5.4 555) S53) AGS 
HPA EIAY Abou nooo 5.4 oe) 5.4 5.6 Dod УИ 
Polandie > 5.9 6.2 6.6 Ol) 6.2 6.8 
LOMmanIa ae. see 7.0 8.0 7.6 les Uo? Tall 
Soviet Union .... 6.4 6.9 6.5 6.6 6,2 6.9 
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On the other hand, differences between the “ first 
working” and. the revised variants are rather signi- 
ficant in most cases. The original figures for Bulgaria, 
Czechoslovakia and Romania—even in the highest 
of the revised variants considered—are considerably 
reduced, and only for eastern Germany and Poland does 
the lower figure reach the “ first working ” variant. 


The sectoral growth proportions implied in the revised 
variants are almost identical to those in the “ first projec- 
tion”, as can be seen from the figures below.42 The 
largest differences appear in the ratio of GDP to indus- 
trial growth in Czechoslovakia, eastern Germany and 
Hungary. This reflects the fact that in these countries— 
owing to a relatively slow expansion of the service 
sector—the difference between the NMP and GDP 
growth is projected to be larger than the three percen- 
tage points assumed in the “first projection ”. 


GDP and NMP growth rates as proportion of the industrial growth rate 


First projection 


Revised variants 
variant AB 


GDP NMP GDP NMP 
ми Е 76 .79 .76 78 
@zechoslovakia ель, 85 . 89 .83 90 
Bastern Germany ось: 86 ot 83 91 
FRUM SALE Crs onus «dame о: 84 . 88 80 87 
LOL ETI о а .80 . 84 81 84 
Romania eee ee ee a .79 .82 80 82 
SovietsWnion’ ..ccose.cunec.. 84 .87 83 87 


(viii) Comparison with “ official” figures 


Another question is how do the projected magnitudes 
and relationships compare with plans or similar official 
or semi-official figures. 


(a) The growth of NMP and of industry and growth 
ratios 


It can be seen from the figures below that for Bulgaria 
the newly-developed variants are lower than “ planned ”. 
For Czechoslovakia and Poland they are higher, 
while for Romania the AB variant and for Hungary 
the AA variant are practically identical with the planned 
figures. The projected and planned relationships be- 
tween NMP and industrial growth rates are, in Cze- 
choslovakia, Poland and Romania, identical. The 
former are somewhat lower in Bulgaria and higher in 
Hungary. 


42 Only variant AB is compared. As can be seen from the 
text-table on the next page, growth proportions do not differ 
significantly as between the four variants. 

43 Jt should be noted that the comparisons for some countries 
are not quite valid since the estimates pertain to the period 
1965-1980, whereas the “ planned” figures pertain to different 
periods. Allowing for this, the “planned” figure for Czecho- 
slovakia may be considered as being within the range of the 
estimates presented; see also page 29. 


1965-1980 
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Czecho- 
Bulgaria slovakia Hungary 


Poland Romania 


Planned 

МР. 8.1 5.0¢ 5.4 6.0 Teas 

2. Industry eee. ees 9.7 5.5¢ 6.5 71 8.74 

3. ВАО: 2... . 84 .90 4 .83 . 84 .83 а 
First Variant 

(TANMP eee 8.1 5.9 5.9 6.2 8.0 

2 Industry")... 10.3 6.6 67 7.4 9.8 

Feral bse) ee. .79 . 89 .88 .84 .82 
Variant AA 

МР 345204 6.6 StS 5.4 6.6 7.6 

2- Industry 30.72. 8.4 6.1 6.3 ad 9.2 

Зо Вано. .79 .90 .86 .85 . 83 
Variant ВВ 

ММ 2.0 5.4 5.6 6.5 иж = 

2Industry 2... 8.9 6.0 6.4 2.7 5 | 

ао. . 79 .90 88 .84 .82 
Variant АВ 

р ель 6.4 Sie ye 2 6.2 i ee 

2. Industry 2220: 8.2 a8 6.0 7.4 8.8 

JeRatiovl sea eae .78 .90 .87 84 . 82 
Variant BA 

МЕ acc ИЕ. 5.5 5-7 6.8 та 

2 Industry о. 9.3 6.1 6.6 8.1 9.4 

3 Ratio а a .78 .90 86 .84 82 

а 1970-1980. 


(6) Growth of employment and its distribution between 
the agricultural and the non-agricultural sectors 


Planned and projected figures, available for only 
four countries, are shown in table 2.29. The figures 
for the growth of the total labour force are identical 
for Bulgaria and the projected figures somewhat 
higher for Hungary and Poland and lower for Czechoslo- 
vakia. The latter country plans a smaller decline in the 
agricultural labour force than envisaged in both variants, 
whereas Poland plans a larger one. The Bulgarian and 
Hungarian plans fall between the two variants. The 
projected and planned figures for non-agricultural 
employment are rather similar for Czechoslovakia. 
Modest differences are to be seen in the other countries, 
notably in Poland, reflecting offsetting “errors” in 
the projection of the total and agricultural labour 
force. 


The figures presented below show that Bulgaria 
and Poland provide for a shift from agricultural to 
non-agricultural employment which in terms of per- 
centage points would be about equal to that which 
took place in the period 1950-1965. Czechoslovakia 
and Hungary foresee a much smaller shift. 
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а TABLE 2.29 


Comparisons of planned and projected employment in agriculture and non-agriculture 


ee re ae 


In thousands 


Distribution per cent 1965 = 100 
Projected Projected = ib Projected 
_ Planned A B Planned A B Planned A B 
Bulgaria 
BL Ota eaten ct inc eters 
eee ee ; vi ; ae 4 ae Ore 100.0 100.0 112.6 112.5 112.5 
eet even eens : ae Al 18.9 59 
Total less agriculture ....... 5 45 3 499 3 894 78.2 72.9 81.1 163 . 125 ee 
Czechoslovakia | 
о а 7 oi 7 ae 7 a 100.0 100 100.0 114.6 eS 112.5 
ВОВ 12.8 11. 10.4 69.6 63. 
Total less agriculture ....... 6 454 6 421 6 529 87.2 88. 89 126.2 125 В в 
Hungary 
SOCAL о are 4 5 339 SS by 5И/ 
| ware 100 100.0 100. 108.6 109.3 109.3 
Agriculture еее 900 1 088 806 16.9 20.2 15.0 59.2 71.6 53.0 
Total less agriculture ....... 4 439 4 289 4 571 3 79.8 85.0 130.8 126.3 134.6 
Poland 
Total eee 18 938 20 343 20 343 100.0 100.0 100.0 123.4 130.5 130.5 
Agriculture Peet eee eens 5 738 6 935 6 326 30.3 34.1 Bil 84.1 101.6 7 
Total less agriculture ....... 13 200 13 408 14 017 69.7 65.9 68.9 161.4 153.0 160.0 


Actual, planned and projected change in the share of agriculture т 
total employment 


1965-1980 
- f | Projected 

1950-1965 = : 

Actual Planned A B 
BWI ЕТУ Sig OS Qa abe —27.2 —24.3 —19.0 —27.2 
Czechoslovakia —17.5 —8.3 —9.2 —10.7 
PAU LAY series ores ee —19.2 —14.0 —10.7 —15.9 
В о omer: —12.7 —13.5 —9.7 —12.7 


(с) The growth of output per man 


Only two plan figures are available on the growth 
of output per man and these relate to industry. In 
Bulgaria, it is envisaged that industrial productivity 
will increase at an average rate of 7.6 per cent in the 
period 1965-1980. This is slightly higher than the increase 
of 7.2 per cent recorded in the period 1950-1965. In 
Czechoslovakia, a working hypothesis in long-term 
planning is that industrial productivity will rise at 
a rate of 4.7 per cent, which is almost identical with 
the average rate in the past (4.6 per cent). According 
to the method followed here, it was not necessary to 
derive any corresponding figures. However, using 
information on the past average relationship between 
the growth of productivity in industry and that in NMP 
excluding agriculture, and on the direction of movement 
of this ratio over time, it is possible to provide a rough 
estimate of productivity growth in industry consistent 
with the projected figures. The figure for Bulgaria 
(5.9 per cent) projected on this basis is significantly 


lower than the planned figure, whereas that for Czechoslo- 
vakia (4.8 per cent) is virtually identical with this figure. 


(ix) A central variant for 1980 


Thus far a number of growth variants for NMP and 
GDP have been derived based on different assump- 
tions with respect to future patterns of labour supply. 
The problem now is to select a variant to serve as a 
central working hypothesis for further analysis. An 
average of variants BB and AB is selected in the light 
of the apparent under-development of the service sec- 
tor in a number of countries. Combining these growth 
rates with estimates of GDP in 1965, expressed in 1963 
“average” US dollars, and utilizing the population 
projections for 1980 already described, the data are 
obtained as shown in table 2.30. 


Several features may be noted. First, the growth rate 
of the area as a whole in the period 1965-1980 is esti- 
mated to be one percentage point lower than in the 
period 1950-1965. This is mainly due to a projected 
deceleration of the GDP in the Soviet Union from a 
rate of 7.6 to 6.1 per cent. In eastern Europe, the growth 
rate is assumed to decrease slightly—the combined 
effect of a fairly significant deceleration in Bulgaria, 
eastern Germany and Romania, a stable growth in 
Czechoslovakia and Poland and a somewhat faster 
growth in Hungary. With a projected increase in the 
population at a rate of 0.9 per cent against the 1.4 per 
cent recorded in the period 1950-1965, the growth of 
per capita GDP is estimated to be only 0.5 per cent 
lower than in the previous fifteen-year period. As in 
the case of GDP, this is the result of a projected slower 
increase in the Soviet Union. In eastern Europe consi- 
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TABLE 2.30 


Estimates of GDP, population and GDP per capita, 1965 and 1980 


ди ЖЖ р 


СОР 


Average annual 


In billions of dollars Percentage growth rates 
1963 “ average prices” distribution (per cent) 
1950- 1965- 
Соитту 1965 1980 1965 1980 1965 1980 
Bulgariage. и. 6.36 16:35 20 Ze Yes 6.5 
@zechoslovakiawer waar acetates 197555 35.99 ЭР 4.7 4.8 4.9 
BasternmGerilan уе eerie 22.94 47.03 7.2 6.2 5.6 4.9 
ВИ рос абон вед о ос 8.83 18.36 2.8 2.4 2%] 5.0 
Poland о teeter СИЕ 27.40 66.59 8.6 8.8 6.2 6.1 
ROmania: tec cecer ie sence 11.93 33:5 Sol 4.4 dl thes! 
Motalgeastemmy europe ее 95.02 217.70 29.8 28. 5.8 5-1 
Бе. 223.41 542.88 70.2 78.4 ls: 6.1 
Eastern Europe and Soviet Union 318.43 760.58 100.0 100.0 7.0 6.0 
Population 
в 7 Average ae 
Percentage growth rates 
In millions distribution (per cent) 
1950- 1965- 
1965 1980 1965 1980 1965 1980 
Вала В. 8.20 9.10 Des) 2.4 0.8 OFF 
СЗО ОМ mc enn eee 14.16 15.49 4.3 4.1 0.9 0.6 
Aster Genmianyamer iar 17.02 5 5.1 4.6 —0.5 0.2 
ЕТ О т kere teen (615 10.62 Bal 2.8 0.6 0.3 
О. 31.50 36. 69 9.5 9.7 1.6 120 
О аа т 19.03 21.41 5.8 5.6 0) 0.8 
оа Caciom TEMS и 100.05 110.85 30.3 ро. 2 0.9 0.7 
ив ТО оборо росс воо овась 230.56 268.60 69.7 70.8 1.6 10 
Eastern Europe and Soviet Union 330.61 379.45 100.0 100.0 1.4 0.9 
GDP per capita 
Average Bae 
In dollars Average growth rates 


1963 average prices of region = 100 (per cent) 
1950- 1965. 

1965 1980 1965 1980 1965 1980 
Во аа #15 1 797 81 90 6.3 58 
Фиеспоз оао 1 240 2 324 129 116 sro 4.3 
BastermuGernany, обо лосоводовевь 1 348 2 680 140 134 6.1 4.7 
о я er ae 870 i so) 90 86 4.1 4.7 
Roland crs ssecee cree ar eee 870 1 815 90 91 4.5 520 
Romania WR kee hceee oc eee 627 1 559 65 78 6.6 6.3 
Total eastern Europe .......... 950 1 964 99 98 5.0 4.9 
SONA AUNT ооо nos avawoeeue oe 969 2 021 101 101 5.8 5.0 
Eastern Europe and Soviet Union 963 2 004 100 100 955 SEO) 
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р = TABLE 2.31 
Growth of GDP and of NMP by sectors 1950-1965“ and “ Central Projection ” for 1980 
ТЕ. 1 ee ee Se ere Sek Gta AP ee eee 
Non- 
ь terial р 5 
Country and period GDP total Depreciation ates NMP total Agriculture а Industry ‘Construction san 

Bulgaria 

952106 ore wenn flee ИЦ 4.2 in he) 10.7 13.4 8.9 6.1 

196 ое. 6.5 67 547 Gai 2.4 8.1 8.5 7.4 6.7 
Czechoslovakia 

OS ONO GS eet ae eae 4.8 555 4.9 4.8 —2 .9 WP 9.4 3.6 

NO GS= O80 Mrs yes exe cre 4.9 5.3 Bell Deo 1 5.8 5.9 5:8 3 
Eastern Germany 

1952-1965 рога 5.6 5.9 36 6.2 0.4 ee Was) И. 6.3 

1965-1980 о. 4.9 5.4 ри 5.4 0.4 588 5.9 5.9 5.4 
Hungary 

POS OST 9 O58 ее ctere ye 4.7 6.2 9.3) 5.4 —0.1 1/35) 8.1 6.8 Dg) 

1965-1080. an 5.4 3.4 a4 0.4 6.1 Gira. 6.0 5.4 
Poland 

1950-1965°..... 6.2 4.6 4.7 6.8 Boil О 9.8 8.0 8.0 

PIGSaLISO we. wats eee aes eee oe 6.1 6.3 50 (9.5) Ц 55) Vie UG 6.9 6.3 
Romania 

190-1965 ое... т И 4.8 8.3 3.6 ИЗ 14.0 12.4 ей 

О-В Ol enerere areas eee ore Teall U3 Noe U8 3. 8.6 8.9 8.1 7.3 
Soviet Union 

1950-1965 в... 7.6 10.1 Бо 8.2 Вэ LOR 10.6 8.8 9.8 

965-108 ори os 6.4 6.4 4.9 6.4 226) Ye 7.4 7.0 6.4 


I 


а Geometric growth rate. 


dered as a whole, the growth of per capita GDP, is 
estimated to continue at about the same rate. However, 
considerable differences between individual countries 
also appear here. A deceleration is projected for Bul- 
garia, eastern Germany and Romania and an accele- 
ration for Czechoslovakia, Hungary and Poland. Second, 
the inter-country pattern of growth of GDP and 
of population would be such as to continue to narrow 
the spread in the per capita GDP within the area; 
moreover, the rank order of the various countries 
would undergo some change. Third, the GDP of the 
area would reach a figure of some 760 billion United 
States dollars, of which around 71 per cent would be 
accounted for by the Soviet Union. On a per capita 
basis, this would amount to some 2,000 dollars (slightly 
more in the Soviet Union), a level about equal to that 
presently enjoyed by the most developed west European 
countries. 


A comparison of projected sectoral growth rates 
with those in the period 1950-1965 is provided in 
table 2.31. Within the material sector, the growth of 
industry and construction would decelerate every- 
where, but the growth rate of material services is pro- 
jected to increase in some countries and to decrease 
jn others. Agricultural production would also grow 
at a lower rate than in the past, with the exception of 


Czechoslovakia 44 and Hungary. In most countries 
the growth of non-material services is projected to in- 
crease at a faster rate than in the past, apart from 
Czechoslovakia and eastern Germany owing to the slow 
growth of the non-agricultural labour force. 


Growth rates of employment and output per man 
have been projected.in a somewhat less detailed sectoral 
breakdown. These are reproduced in table 2.32 which 
also provides comparable figures for 1950-1965. In 
industry and related sectors the growth of employ- 
ment would decelerate everywhere except in eastern 
Germany. Bulgaria stands out as the country where 
the slow-down would be sharpest and Poland as that 
where it would be least pronounced. The rate of decline 
in the agricultural labour force is generally projected 
to increase—very significantly so in the Soviet Union 
and Hungary. Changes in the growth rate of labour 
productivity would follow a more mixed pattern. In 
industry and related sectors a somewhat faster expansion 
is projected for Bulgaria and Hungary, and a slower 
one for the other countries—except for Czechoslo- 
vakia where the growth rate would be equal to the past 
average. In agriculture, labour productivity would 


44 Tn Czechoslovakia, net output would decrease at a lower rate 


‘in accordance with the assumption made. 
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TABLE 2.32 


Growth of employment and output per man, by sectors 1950-1965 and “ Central Projections ” 1965-1980 
ee ee 


Employment Output per man © 
Country and sector 1950-1965 1965-1980 1950-1965 1965-1980 
Bulgaria id 

NM РОТА т Ort 0.2 Hes 6.6 
МР Ее ариев, SH 2.9 4.8 5.0 
Ареса —2.7 —3.8 6.2 6.4 

Non-material services ............., Bee 4.2 с 

ОЕ обо оао ео tne ais 0.5 0.8 6.6 Seth 

Czechoslovakia 

О а 0.5 0.5 4.2 4.8 
INMIPAless ОЕ ое 2.4 1.4 4.4 4.3 
А MRE оборо оо порою ores —3.0 —3.4 0.2 в 

Non-material services .............. 3.9 Deal р 

СР 1.0 0.8 3.8 4.1 

Eastern Germany @ & 

INVER Sto telling server caer cn etc tacko tee —0.2 0:2 6.4 See 
2 Е (ИВ Босоо новы 0.4 0.9 6.8 4.9 
а И оно ee isi corti sors —2.0 —3.6 2.4 4.2 

Non-material services .............. 26 Woe! a 

GDPAtotalarrant ое. On 0.4 5.4 4.5 

Hungary 

INUMIRS to Callie ere м 0.9 02 4.5 р 
МР Тез азс ие 5.0.2 eee 4.0 1.6 33 4.5 
О И о Scat omer —2.2 —3.1 Za 3.6 

Non-material services .............. ies Phe oe 

О eon chee ee eee ne 1.0 0.6 Sie 4.4 

Poland 

МР Scot о eee es 1.6 1.4 вы 4.9 
УМЕР {65$ agriculture’. nase 3.6 27 5.4 4.4 
а о ое 0.1 —0.2 1.9 т 

Non-material services .............. So 4.0 Ef 

о о ao cers 1.8 1S 4.3 4.3 

Romania b b 

М totale nese Си 0.7 0.7 7.5 6.6 
NMP less agriculture ............ 4.6 DLS) 6.4 BG. 
чи teat conte ВО о а —0.8 —0.9 4.4 353 

Non-material services .............. Зе 4.1 coe 

GDE totally ere nee eee see 0.9 a 6.7 5.9 

Soviet Union 

РОСА een ae ne ee enn 1155) №2 6.6 52 
INIVIRSlesseacriculture mene si 256 6.2 4.4 
ZN OTICUICUT Came оо оо ot ieee ee —1.0 —2.1 4.5 4.8 

Non-material services .............. aD 39) | 

РО и 1.9 hd 5.6 4.4 


а 1952-1965. Ь 1951-1965. 


СОР total per employed person estimated on the assumption of a one per cent per year increase in productivity in the 
non-material service sector, see p. ` я 
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= A TABLE 2,33 


Distribution of net output and employment and relative output per man, 
in 1965, and “ central projection ” 1980 in terms of 1963 prices 


ee ROARS ео р 


1965 1980 
Net Relative Vi Relative 
(4 Ne 
Country and seetor Output Employment ie ee ОИ Employment poms 
Bulgaria 
Material sectors excluding agri- 

culture оао 58.8 41. 1.42 ИУ 56.4 29 
Agriculture Be eth: eee ok aon 26.0 46.1 0.56 14.4 23.0 0.63 
Non-material services .......... 15,2 PSS} 1.21 12 20.6 0.61 

Czechoslovakia 
Material sectors excluding agri- 

culture Е. 70.4 le 1.14 80.2 67.8 1.18 
О ES Rte Se ea oe 8.8 21.1 .42 Зы НОЯ 0.33 
Non-material sectors ........... 20.8 3 1.20 16.1 Ц, 0.76 

Eastern Germany 
Material sectors excluding agri- 

Culture see eaters tee nes ars 72.4 66. 1 1.10 82.4 lot 1.16 
Agricultures seer at ie rae ances Ут 16.1 .48 4.0 18.7 0.46 
Non-material services .......... 19.9 17.8 1.12 13.6 20.2 0. 67 

Hungary 
Material sectors excluding agri- 

О ых, 64.6 51.6 125 Dell 57 27 
И о во бо ИО 13.0 30.9 0.42 6.6 17.6 0.38 
Non-material services .......... 22.4 Wow 1.28 ew 227 0.78 

Poland 
Material sectors excluding agri- 

ее 64.8 42.3 153 76.0 48.3 Lyi 
аи Бона OOM OA OD OAS OE Ok ВЯ 43.8 .40 Ol 32.6 0.28 
INOn=matertalWservices: ен. 5 13.9 1.26 14.9 19.1 0.78 

Romania 
Material sectors excluding agri- 

GUIEUIRE оО ВН 65.0 Sone 1.96 79.4 43.1 1.84 
Ар ен 23.0 57.4 .40 11.6 42.2 0.27 
Non-material services .......... 12.0 9.4 1.26 9.0 14.7 0.61 

Soviet Union 
Material sectors excluding agri- 

И ор о ааа 63.8 Sle il 5.225) 73.6 58.7 1s 25 
XOTICUICUTC Maem Riles tna АОИ 16.3 31.8 0.51 9.8 18.0 0. 54 
Non-material services ..... 19.9 17.0 По 16.6 23.3 0.71 


expand at a faster rate in Bulgaria, Czechoslovakia, 
Hungary and the Soviet Union, and at a slower rate 
in eastern Germany, Poland and Romania. 


The projected shifts in the distribution of output, 
employment and changes in relative output per man 
are shown in table 2.33. The figures focus attention 
on the fact that, since agricultural productivity 1s ex- 


pected to rise at a slower rate than in other material 
sectors in a number of countries, a significant widening 
of the income gap may develop unless it 1s counteracted 
by a continued price shift in favour of agriculture. 
The same, of course, follows with respect to the “ non- 
material ” service sector from the assumption made here 
that the growth of labour productivity in this sector 
represents only a fraction of that in material sectors, 
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АРРЕМР!Х} 
Price indices by) 
(Indices: 


1950 1951 1952 1953 1954 1955 1956 | 
Bulgaria 
INIMIRetota ее 96.0 87.5 92.4 91.1 85.9 
TC USEE Vig geen ea series el tata ert es even cae ras isis 143.3 122.2 110.9 103.0 
СОЗ ge tetas ce crete alien ae 99.2 92.9 102.0 92.3 86.6 
аи HNO! СВ соособороебавованоо 52.4 47.5 52-1 59.2 63.0 
Transport and communications ............. 144.6 152.6 156.0 152.3 124.9 
Mraderandsotherees я 148.3 141.0 128.5 167252) 113.0 
ДИ 135 Яна солосрооспороо асов норое 143.1 136.2 123.6 121.9 104.7 
Czechoslovakia 
ММО оо 95.5 108.6 ИЗ: 117.6 110.0 108.4 104.3 
У ео 120.9 134.1 142.8 147.8 129.5 124.8 114.5 
Construction tras sce ceric. coe орон е 158.5 179.5 147.0 143.0 149.0 136.1 133.4 
Дао BY ЕЙ sooganaansooannunoe 48.5 5 49.0 58.9 63.1 7156 76.8 
Transport and communications ............. 161.5 137.0 130.8 134.5 105.5 114.1 107.1 
Mraderand ое ен aera 87.5 87.9 88.0 88.8 86.5 84.5 78/55 
А 1533 ИАН: ооо соооововообовые вос 120.0 132.1 136.0 139.3 124.1 119.6 112.0 
Eastern Germany 
О. 104.4 103.7 102.6 102.1 101.8 
о о о 109.7 110.3 109.3 105.4 107.0 
(СИ боров оо оны вооон 113,8 123.4 118.6 1223 119.5 
ТИТО BNO ОУ Gaoonoceeoobuenanoc 52.8 49.4 56.7 67.8 62.4 
Transport and communications ............. 104.0 102.2 100.1 88.0 98.8 
Прада ое аа 150.1 8/9 126.3 6.2 113.3 
INIMIP JERS Яра oon does ans oahobsouboodes И 116.4 112.2 107.8 108.4 
Hungary 
INIMER Cota о tremors оо 58.7 Пси 86.6 83.2 90.2 89.8 89.6 
А Бо ооо ор ВАР ОА 66.6 65.0 90.7 85.8 88.7 86.0 82.5 
СУ ооо она ар но бон one. 48.0 48.8 50 55-3 55.9 58.0 57.8 
ОИ ANG) ПОКА бооронооззобочоовая 38.8 62.9 60.5 61.9 75.9 86.2 92.9 
Transport and communications ............. 153.6 152.7 127.9 125.5 27-3 128.5 121.2 
ааа а КО 97.0 136.0 169.4 176.5 11.3 156.3 138.9 
INDMUE? ESS: ЕТ © Бооеооооовывонововавовое 12.5) 716.1 95:5 92.4 96.3 Sy se 88.2 
Poland 
в aan А 88.3 
О не о 98.8 
ОЯТ an aca iene ae ieee 90.3 
Agriculture: andetorestiy mein saree 74.4 
Transport and communications ............. 10222 
IGE: Goel О snonsacrovcsondd ne pane sunt 79.4 
АИ: 5599 ВОИ ern rime tierra 94.9 
Soviet Union 
INMIBS total ее 
ое eee ere 
@onstrictlonimrane о Оооо ео 


Agriculture and forestry ............0+a... 
Transport and communications ............. 
Пааво ое 
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TABLE 2ЛУ - 
sector, 1950-1967 
1964 = 100) 

1957 ; . 1958 1959 | 1960 1961 1962 1963 1964 1965 1966 1967 
ЗИ: 88.1 90.9 91.4 94.4 77 100.0 99.2 99.7 97.8 96.1 
Be a 101.1 101.3 99.3 99.7 100.0 97.5 95.3 92.5 90.3 
pa pee a 93.2 83.0 88.7 100.0 100.0 100.0 100.0 100.0 
: Ta 86.3 95.6 100.0 100.8 108.8 109.2 106.6 
113.9 97.6 WS 107.2 103.5 98.1 100.0 96.5 97.9 98.0 84.9 
118.3 104.9 111.0 97.4 98.5 94.8 100.0 102.4 92.9 86.3 87.1 
107.1 98.9 103.3 100.1 98.7 98.7 100.0 98.4 95.6 92.8 92.0 
103.7 102.0 100.0 99.8 98.7 99.5 100.0 97.5 96.5 97.3 110.8 
111.4 108.2 104.9 99.7 98.8 98.8 100.0 82.4 91.0 92.4 99.4 
131.6 12357 101.5 107.5 102.6 100.7 100.0 92.9 89.2 85.6 123.7 
АС 80.2 86.0 98.5 94.9 101.7 100.0 104.1 115.4 114.3 130.1 
107.8 100.1 95.6 97.9 98.3 100.0 100.0 79.2 77.5 77.0 137.0 
85.6 88.8 91.9 100.6 100.6 100.6 100.0 156.8 147.7 150.0 157.5 
110.4 107.3 102.7 100.0 99.4 99.2 100.0 96.4 94.1 95.0 108.4 
103.2 103.5 102.4 100.3 100.6 100.2 100.0 99.9 98.4 98.0 100.1 
107.8 106.9 105.1 103.9 102.3 102.5 100.0 97.9 96.2 95.8 90.6 
120.2 112.6 107.3 103.4 102.7 99.9 100.0 91.5 88.7 351 123.8 
71.8 82.6 86.6 82.8 91.0 85.1 100.0 112.0 119.2 ПО (< 144.1 
99.1 98.8 98.5 97.6 98.6 100.0 100.0 98.5 94.9 92.8 116.7 
109.9 106.3 102.4 98.4 99.2 100.3 100.0 104.6 99.3 99.3 38.3 
108.4 106.6 104.5 102.6 101.6 101.9 100.0 98.6 96.2 95.5 95.4 
98.0 91.5 100.8 102.5 173.4 100.9 100.0 98.7 95.3 98.5 99.2 
90.6 89.8 101.7 102.5 103.2 101.4 100.0 97.3 88.0 86.6 87.9 
65.8 69.5 107.4 108.2 103.3 100.3 100.0 97.3 102.3 102.9 103.6 
109.7 91.8 94.6 98.8 97.7 100.3 100.0 104.2 11241 130.3 13105 
По 12375 99.8 100.4 101.1 99.4 100.0 98.4 110.2 113.5 113.1 
121.5 111.9 109.0 106.5 103.8 99.9 100.0 96.4 101.8 116.6 118.4 
93.0 91.4 103.1 103.6 193.1 101.0 100.0 97.3 92.0 92.3 93.3 
95.8 96.7 98.8 98.2 98.3 99.5 100.0 101.4 101.3 100.8 101.4 
101.9 102.7 103.9 99.1 100.3 100.0 100.0 100.6 99.8 99.6 95.5 
89.9 89.6 S507 103.8 100.9 99.6 100.0 100.2 102.8 101.2 101.5 
86.9 87.9 97.2 95.9 96.9 101.1 100.0 102.3 107.3 107.5 112.3 
108.8 110.4 89.3 89.6 99.5 101.0 100.0 104.4 97.7 86.9 102.0 
94.9 95.6 95.3 99.8 90.8 93.2 100.0 102.7 98.0 96.2 110.2 
99.4 100.4 99.3 99.0 98.8 99.0 100.0 101.2 99.7 99.1 98.7 
100.6 100.4 99.5 98.5 100.4 100.0 97.8 98.0 97.0 96.8 
109.4 110.4 108.6 103.8 102.6 100.0 99.1 92.8 88.3 88.7 
103.4 100.8 102.1 103.4 100.0 100.0 98.8 103.5 104.4 104.4 
83.7 80.3 79.2 83.8 95.9 100.0 93.8 108.7 115.9 115.1 
101.8 88.5 100.0 104.9 101.2 100.0 99.0 101.8 101.7 100.8 
105.6 105.8 104.2 100.0 99.5 100.0 98.5 98.1 97.2 98.4 
107.5 107.6 106.5 103.2 101.8 100.0 99.0 95.3 92.1 92.5 
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APPENDIX TABLE 2.У 


“ Calculated ” per capita СОР“ and the distribution of employment and GDP in twenty-nine market economies in 1960 


Share in GDP Share in employment 
Calculated - 
per capita Industry and Industry and 
Country GDP construction Agriculture Services construction Agriculture Services 
955$ УЗ see oonasconecanedoor 2 244 38 4 58 33 Й 59 
@ana dame acer cee icicck in otters et oe | FP 39 il 54 35 12 53 
Че at aera tora cr ee eI ay ec 1 702 45 7 48 44 14 42 
AUS та а. 1 616 41 13 46 37 11 51 
Мер еа ар. 18572 - a a 35 15 50 
ОКО! 1 domme ere rer ee 1 556 48 4 48 48 4 48 
Switzerland не. 1 477 — — — 49 11 39 
АЕ, (СХЕМ оо носвовововоьь 1 411 53 6 41 48 14 38 
Belgium-Luxembourg .............. 1 390 43 7 50 45 7 48 
ета keercie wanes ee aie ee rere: 1-5 39 14 47 36 18 47 
ее аа 1 321 42 11 47 41 1] 48 
NORWAY crete. teers о. 1 308 38 11 51 35 19 45 
Pane о о. 1 179 47 10 43 36 23 41 
Е окос ооо о ik alain 40 20 40 30 35 34 
Е Steen Big o 3:0.0 о ERO 1 087 53 12 35 42 23 34 
пеар р ko 919 30 25 45 24 36 40 
Зара Gare) о рой, 806 37 15 48 29 32 39 
о eee nes 796 39 15 46 37 29 33 
о ое a 762 34 12 54 32 17 50 
Ага ме 656 39 17 44 31 19 50 
Зо а 616 33 18 49 28 30 43 
ра ок 558 52 27 41 31 41 28 
С ye eee) sc eh oe 455 38 25 37 28 42 30 
о р Е В 447 26 25 49 18 53 28 
Мех ре о ee 437 33 19 48 19 54 27 
Е те в 326 DS 28 47 №5 51 34 
О О а aoe 266 22 42 36 10 75 15 
А Е И 213 28 29 43 11 57 32 
LCI: an eo eee ee ee 154 20 51 29 11 73 16 


а “Calculated per capita GDP” figures are values expressed in terms of average 1963 prices obtained by the method described on page 8. 
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CHAPTER 3 


GROWTH AND STRUCTURAL CHANGE IN THE WEST 


The outline of the present chapter is as follows: 


Section 3.1 is a general description of the approach 
adopted for western Europe, both to analysis of growth 
patterns in the period 1953-1967 and to the set of illus- 
trative projections up to 1980. 


Section 3.2 provides (p. 58) the empirical evidence 
for the basic hypothesis of an association between 
manufacturing growth rates and the level of income per 
head. It continues (p. 65) with the relations between 
growth of output, productivity and employment in 
manufacturing, and goes on (p. 70) with a set of projec- 
tions of manufacturing output. 


Section 3.3 first considers (p. 78) the general rela- 


tionship between manufacturing growth and that of 
total GDP. It continues with an analysis of the main 
non-manufacturing sectors (p. 86), dealing separately, 
and at greater length, with the special cases of agriculture 
(p. 97) and public services (p. 111). 


Section 3.4 is a review of some special features of 
development in southern Europe. 


Section 3.5 brings together the analysis of the eco- 
nomy as a whole, and its major sectors, in terms of 
output, productivity and employment. It considers the 
trends in distribution of employment and the impli- 
cations of the projections for future changes in total 
employment and its distribution between sectors. 


3.1 BASIC HYPOTHESES AND METHOD OF APPROACH 


Some basic propositions 


Our analysis of the growth process in the west, cover- 
ing the years 1953 to 1967, rests upon a pattern of rea- 
soning which may first be set out in general terms as 
a guiding thread for following the more statistical 
account which follows. 

(a) The growth of manufacturing industry is treated 
as the strategic element in economic development and 
as its principal determinant. 


(b) There is a general tendency for rates of growth 
of manufacturing industry—and therefore, although 
in somewhat modified form, the growth rates of total 
product—to be slower, the higher the level of income 
per head. 

The first of these propositions cannot be directly 
proved by the statistical observations presented here. 
The second can be statistically tested, and is subjected 
to such tests in later sections of this chapter; it will 
be shown to be an important element, although certainly 
not the only element, accounting for the differences in 
growth rates between different countries. 

Some general and familiar reasons for the validity 
of these propositions can be put forward. As suggested 
already (in chapter 1), economies which are less mature 
industrially have the most to gain from technical pro- 
gress, especially from the assimilation of existing tech- 
nologies, and from economies of scale. he possi 
bilities of attracting additional labour into expanding 
activities, often necessary for realising the economies 
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of scale, depend in Jarge part on the amount of under- 
utilized labour available, particularly in agriculture 
(but the potential “reserve ” of Jabour is not necessarily 
confined to the country’s own boundaries).+ 


These elements in the growth process are particularly 
relevant to the rate of development of manufacturing 
industry, although they can well apply with some force 
to mining and energy, to construction, to some branches 
of transpori, communication and distribution, and also 
to a few other branches of the service sectors. But it 
is in manufacturing industry that they appear to have their 
most comprehensive and strategic :mportance. They may 
well spread from manufacturing to other sectors. These 
are reasons for regarding manufacturing industry as 
the “motor” of the economy. 


(©) From the two propositions described above is 
derived the treatment, ш the present study, of the 
growth of the non-manufacturing sectors. Except for agri- 
culture and public services, the growth of each sector is 
related to the growth of manufacturing Jadustry, This im- 
plies that manufacturing 15 treated as the “ determinant ” 
sector in growth and the other sectors as “ dependent ©. 
The implication cannot be taken too Itterally, И 15 
clear that growth of output in some non-manufacturing 
sectors can be independent of the growth of manu- 


i For a much fuller exposition, see М. Kaldor, Causes of 
the slow rate of economic growth in the United Kingdom (Cambridge 
University Press, 1966), and A. Maddison Economic Growth in the 
West (Twentieth Century Fund. New York and London 1964). 
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facturing (e.g. where international transactions are 
concerned, as for mining, transport or some services). 
The relationship between growth rates in the non- 
manufacturing and manufacturing sectors cannot in 
all cases be specified with much precision. But elements 
of a common pattern are found for important non- 
manufacturing sectors, and, also, a pattern of relation- 
ships between manufacturing growth and the growth 
of gross domestic product. 


The growth of agricultural output is treated as “ exo- 
genous”, because of the importance of the policy 
influences affecting it. In fact, for purposes of the present 
study projections of output made by the OECD, which 
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appear broadly consistent with our projections for | 


the whole economy, have been used. Nevertheless, 
from cross-country comparisons of the share of agri- 
culture in the economy, related to income level, a cer- 
tain pattern does appear, and is of some help in the 
assessment of projections.? 


Output growth in the public services is also difficult 
to fit into any uniform pattern of relationships to the 
rest of the economy and is treated somewhat arbitrarily. 
Again, the influence of policy is obviously of great 
importance. But any systematic statistical treatment 
is impaired by the lack of comparability in definitions, 
and by the well enough known difficulties of estimation 
of real output.? (The latter difficulties also affect the 
treatment of some of the other service sectors.) 


The line of reasoning suggested above provides a 
set of rough criteria, or “norms”, against which the 
experience of individual countries may be assessed, 
and some special features of development in individual 
countries illuminated. The general similarity of experience 
is marked among the industrial countries in western 
Europe and the advanced non-European market eco- 
nomies included in many of the comparisons (United 
States, Canada and Japan). Despite their substantial 
and obvious differences, these countries are all highly 
industrialized, relatively open economies, with a common 
interest in economic growth as a major policy objective, 
with not wholly dissimilar social aspirations, with a 
degree of mutual interdependence, and with broadly 
similar access to advanced technologies. This structural 
homogeneity justifies an attempt to find the outlines 
of a common pattern of growth. 


The homogeneity does not extend so fully to the 
circumstances of the southern Europes п market economies 
(Greece, Portugal, Spain, Turkey) or to Yugoslavia. 
Because of the relatively small manufacturing base at 
the beginning of the post-war period, the high dependence 
on agriculture of their employment and output structures, 
and the associated low income levels, these countries 
exhibit only in very general terms the common features 
of the western European growth pattern. The interpre- 
tation drawn from the experience of more industrialized 
economies, when expressed in quantitative relationships, 
cannot be applied with any useful degree of statistical 
See page 101. 

For an examination of the public service sector, taken 
in this study to include health and education as well as general 
administration and defence, see page 111. 
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precision to the southern European group. For these 
reasons, much of the main statistical analysis is applied 
only to the industrial west, although at many points 
the data for southern European countries are added 


for comparison. A section of the study (section 3.4 in 


this chapter) also gives a summary review of the special 
development patterns of the southern European countries. 


It will be shown from the statistical tests that the 
experience of three countries, in particular, cannot 
well be fitted into some of the common patterns. These 
are the United Kingdom, Ireland and Turkey. The 
special features of the development of the British eco- 
nomy, responsible for its low growth rate in the past 
15 years, need not be gone into here.4 Ireland also presents 
special features differentiating its development from 
that of the other industrial western European countries 
with which it has, for convenience, been grouped. 
Turkey had to be omitted from most of the systematic 
calculations. One important reason is the absence of 
comparable statistics for manufacturing industry; but 
in addition the Turkish economic structure is such 
that it is difficult to find common patterns with the 
other south European countries when a key role in 
general economic development is attributed to the 
growth of manufacturing industry. For lack of a long 
enough series of data on manufacturing output, Swit- 
zerland also had to be omitted from much of the his- 
torical analysis. Although these countries—either for 
lack of data or because they showed very large deviations 
from the rest—had to be omitted from many (but not 
all) of the cross-country equations, the results of the 
equations for the remaining countries have, wherever 
it seemed useful, been applied to them for purposes 
of comparison. 


Projections to 1980 


The method of analysis applied to the experience 
of western Europe during the years 1953-1967 is used 
as a basis for illustrative projections of output up to 
the year 1980. The starting point is the income levels 
of 1965-1967; the key element in the projections is the 
growth rate of manufacturing output as determined 
by the statistical relationships between manufacturing 
growth and income levels exhibited by the analysis of 
the past. The projections for output growth in other 
sectors are mainly derived from their relationships to 
manufacturing growth. As in the historical analysis, 
however, the projections for agriculture and the public 
services are treated more pragmatically.5 


The projections do not, however, represent.a forcing 
of the individual national growth patterns into a rigid 
or uniform framework. It is recognized that the his- 
torical experience of each individual country does not 
always fit into this standard frame: in some cases the 

4 Kaldor (ор. cit.) explains it as a case of “ premature 


maturity”, which is not, in general terms, inconsistent with 
the general approach adopted here. 


° For agriculture, the projections are derived from national 


agricultural output projections published by the OECD (see 
рр. 105 th): 
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lack of concordance is substantial. The obvious and at 


‚ present insoluble problem is to know whether the rea- 


sons for dissimilarity are to be regarded as persistent, 
or as associated with the particular period of past 
history which has been studied. A compromise is adopted 
between the theoretical but implausible concept of 
convergence to a common pattern, and the equally 
ee a assumption of the persistence of previous devia- 
ions. 


Once again, the special circumstances of the southern 
European countries demand a rather less systematic 
approach to projection.® But in view of the fast growth 
in these countries, it can reasonably be expected that, 
at least in some of them, their income levels and the 
main characteristics of their economic structures will 
soon be approaching the point at which the growth 
pattern of more industrial countries will become rele- 
vant. 


The description of the simple analytical scheme that 
has been applied may appear almost to ignore what 
is often regarded as one of the basic determinants 
of any output projection, especially for an industrial 
country—namely the rate of growth of labour supply. 
The more usual method of projection is, certainly, 
to derive output growth from a labour supply projection 
based upon demographic forecasts and projections of 
activity rates, coupled with a projection of productivity 
gains which may be based, for example, on some form 
of production function. 


The method used here by contrast treats output (in 
particular, manufacturing output) as exogenous. This 
method is not defended as theoretically or practically 
superior. But it may be justified by three considerations. 
First, considerable importance is attached to the elas- 
ticity of labour supply, which is regarded, within quite 
wide limits, as responsive to the rate and pattern of output 
growth. The elasticity derives not so much from the 
underlying demographic factors, which can be forecast 
with some assurance, but from the possible changes 
in activity rates and in the international movement of 
labour; both depend, at least in part, on the rate of 
growth of economic activity.’ Secondly, importance is 
attached to the association between the rate of output 
growth and the rate of productivity growth. The causal 
chain is no doubt complex, but for present purposes 
it is the rate of growth of output which is regarded as 
determinant. 


Thirdly, the use of a production function involves 
all the difficult questions of measuring capital inputs 
in a manner which is relevant to their influence on 
output; if used for projection, it also implies the prior 
projection not only of employment but also of the 
productive capacity of the capital stock, or at least 


6 See page 117. 

7 A detailed study of “The determinants of labour supply 
in Europe 1950-1980” was published as chapter Ш of the 
Economic Survey of Europe in 1968 and forms part of the present 
project on long term growth. The projections of labour supply 
in that study (with some revisions) have been incorporated in 
the present report. 


of the rate of investment. This in itself presents a consid- 
erable problem (not in any case soluble at the stage so 
far reached by this study) and can be no less arbitrary 
than the simple methods used here.8 


It must be emphasized, again, that the projections 
reported here are not to be regarded as best forecasts 
of the probable future, but as illustrating the applica- 
tion of one interpretation of growth patterns. 


The outcome of the projections for the industrial 
western countries is a certain, although very moderate, 
slowing down in the growth rate of manufacturing 
industry. It may be suggested that this outcome is con- 
sistent not only with the general reasoning proposed 
above—such as the diminishing possibilities of returns 
to scale—but may also find justification in a certain 
current redirection of opinion and policy. The competi- 
tive pursuit of fast-growing physical output may be 
giving way to a more comprehensive view of economic 
and social progress. The objectives of social welfare, 
the building of a more efficient social infrastructure 
to support technological advance, the more equitable 
distribution of the fruits of progress, the allocation 
of more resources to preventing the congestion of cities 
and the deterioration and pollution of the physical 
environment—all these objectives are compatible with, 
and up to a point depend upon, the regular expansion 
of physical output, even in societies which are already 
rich. But they are not compatible with an excessive 
emphasis upon the conventional and at present rather 
one-sided macro-economic indicators of progress. 


The post-war years have been, in most of the indus- 
trial countries, a period of growth of physical output 
faster than in any comparable span of time since the 
general establishment of the industrial system. There 
is no visible reason why this period of sustained growth 
should not continue. But a moderate slowing down 
in the pace of industrial expansion—and the projections 
put forward here represent only a very moderate decele- 
ration—is in itself no barrier to faster economic and 
social progress conceived in a wider and more balanced 
sense. 


Statistical notes 


The following summary remarks apply to the stat- 
istical data and methods of analysis used in this chapter. 


(a) The basic measure of total output volume is the 
gross domestic product (GDP) at factor cost, at 1963 
prices.9 

8 Apart from the difficulties of projecting independent variables, 
some more comprehensive scepticism about the analytical use- 


fulness of some types of aggregative production functions has 
recently been expressed, particularly because of the inherent 
difficulties of measuring capital inputs. See papers by, among 
others, Sir John Hicks and N. Duane Evans read to the 1969 
session of the International Statistical Institute, London, 
September 1959. 

® Where original data relate to a different base year, the 
output of each sector has been converted to a 1963 time-base 
and the results summed. 
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(b) For structural analysis, GDP and employment 
are divided between the following major sectors: 


Agriculture, forestry and fishing 
Manufacturing 

Mining and quarrying 

Electricity, gas, water (or “ public utilities ”) 
Construction 

Transport and communications 

Trade (or distribution) 

Public services 1° 

Miscellaneous services 


Two warnings must be given: 


First, this classification of activities is by no means 
identical between countries. In particular, the boundary 
between “ public services ” and “ miscellaneous services ” 
is drawn at different places. As will be seen, these differ- 
ences in international practice impair precise  inter- 
national comparison. 


Secondly, the sectoral analysis of output is generally 
drawn from the national data provided for the United 
Nations, National Accounts Yearbook and the annual 
OECD National Accounts of OECD countries, sup- 
plemented from other national sources. On the other 
hand, the sectoral analysis of employment has been drawn 
from diverse international and national sources and can- 
not in all countries be taken as completely comparable 
with the statistics of sectoral output. This necessarily 
affects comparability of productivity trends, but less 
so in the key sector of manufacturing than in some of the 
other sectors. 


(c) Adjusted GDP: it is well enough known that 
inter-country comparisons at official exchange rates, 
although extensively used in the study, do not measure 
accurately the relative domestic purchasing power of 
currencies. Some experimental calculations of compa- 
rative real incomes per head have been made with 


10 Wherever practicable including public and private health 
and education services in addition to Public Administration 
and Defence. 


alternative measures based on various “ physical indi- 
cators” of the usage or output of selected commodities 
and services. This alternative measure is described as 
“ adjusted ” or “ calculated ” GDP per head. The methods 


used for selecting and combining these physical indi- - 


cators are described in chapter 4 of this study. They 
are also drawn upon in chapter 2. The calculations were 
originally made for 1965, and at 1965 market prices; they 
have been carried back to 1953-1955 by applying in- 
dices of GDP at constant prices as measured in our 
basic data from national accounts. The resulting figures of 
adjusted GDP for 1953-1955 must be regarded as very 
tentative and are used in this chapter only to illustrate 
the effects of an alternative measure to that given by 
use of official exchange rates. The absolute figures (as 
given in table 3.1) cannot easily be compared with 
those based on official exchange rates: (i) because 
of the additional uncertainties introduced by carrying 
back the 1965 figures to 1953-1955 (ii) because the 
“adjusted ” figures relate to 1965 prices, whereas our 
basic data are at 1963 prices (Ш) because the “ adjusted ” 
figures represent GDP at market prices, while our 
basic data are at factor cost. 


(d) For the regression equations, nine alternative 
mathematical forms of equation have usually been 
calculated. The equations presented generally represent 
the best-fitting from those tried (the best fit normally 
being taken as that yielding the lowest standard error 
of езитате).11 


(e) The trend rates of change in output, employment, 
output per worker etc. have been calculated by least 
Squares regression of annual data against time. 


(/) The historical analysis covers the period from 
1953 to 1967, but for a few countries, for some series, 
the full run of data was not available. 


11 Use has also been made, for cross-country equations, 
of the unweighted average of the residuals for the countries 
covered by the equation. The o given for each equation represents 
the standard error of estimate of the dependent variable (generally 
a percentage annual growth rate). The r is the linear correlation 
coefficient between the forms of the dependent and independent 
variables that are specified in each case. 


3.2A COMPARATIVE INTERNATIONAL ANALYSIS OF MANUFACTURING GROWTH RATES 


(i) The association between growth rates in manufacturing 
and levels of income per head 


In the present section we test the validity of the hypo- 
thesis that growth rates of manufacturing, over the period 
1953-1967, are inversely correlated with levels of income 


(gross domestic product) per head at the beginning of 


that period. The correlation can be tested in various 
ways. We can vary (a) the collection of countries for 
which the correlation is tested (5) the form of the equa- 


tion and (c) the definition of income per head. The 


basic data used, and a variety of equations applied to 
them, are shown in table 3.1.12 

The most general hypothesis tested is that a single 
relationship between manufacturing growth and income 
per head might apply to all European countries, east and 
west, and to industrialized countries outside Europe 
(United States, Canada and Japan). The results are 
_ ™ For reasons already given, the historical equations reviewed 
in this section exclude data for Switzerland and Turkey. The 
United Kingdom and Ireland have also been omitted from 
some of the equations. 


Industrial western Europe 


displayed in chart 3.1 (part i) using as a measure of 
income the level of GDP per head in 1953-1955 at of- 
ficial exchange rates.13 It is clear enough that the re- 
lationship holds; but it is so imprecise that it has little 
quantitative value as an explanation. Out of nine equa- 
tions tried the best fitting was the following: 


Mfg growth rate = 29.98 — 8.0047 log GDP/head (3.1) 
(r = 0.79; o = 1.81) 


Although over 60 per cent of the variations in the 
growth rate are statistically explained by variations in 
GDP/head at the beginning of the period, the standard 
error is too large for practical use. It means that there 
is only a 90 per cent probability of estimating the actual 
growth rate of manufacturing within a margin of as 
much as + 1.8 percentage points. This equation yields 
substantially lower growth rates than those actually 
realized (positive residuals) for some east European 
countries at the lower end of the income scale, and for 
Japan, but large negative residuals for Greece, Portugal, 
the United Kingdom and Ireland, and smaller negative 
residuals for all industrial west European countries 
except western Germany and Sweden. The chart, 
however, does at once suggest that better-fitting rela- 
tionships could be found—as might be expected—if 
groups of relatively homogeneous countries were con- 
sidered separately. 


If the hypothesis is applied to market economies 
only (industrial western Europe, southern Europe, 
United States, Canada and Japan, but omitting eastern 
Europe) a somewhat better fit is obtained, with a corre- 
lation coefficient of 0.91 and a standard error of 1.52. 
But if Japan, which has not much common growth 
experience with the southern European countries, is 
also left out, the fit improves considerably (chart 3.1 
part п). The best equation gives: 


1186.0771 
Manufacturing growth rate = 4.24 + —————_—_—_ (3.2) 
GDP/head 
(г —= 0.88: в = 1.00) 


The standard error, however, is still large, which can 
be attributed partly to the dispersion among the obser- 
vations for the southern European countries, but also 
to the bad fits for the United Kingdom and Ireland.!4 


Equations with other combinations of countries were 
also tried and it was observed that the precision of the 
correlation is greatest when the number of countries 


13 For the purpose of this table, income (GDP) per head 
is measured at official exchange rates for all market economies, 
and by “calculated ” or “ adjusted ^^ GDP per head for eastern 
European countries. 

14 If the United Kingdom and Ireland are also excluded 
from the estimates we obtain the following, better fitting, equa- 
tion for a group of countries thus consisting of southern Europe, 
industrial western Europe (excluding the United Kingdom 
and Ireland), Canada, the United States: 


log mfg growth = 1.77891 —0.3405 108 GDP/head 

(Fa —О 9; о == 0.7) a 
But the dispersion among the southern countries 1$ great (unweignt- 
ed average residual 0.9). 


(3.2а) 
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included is smallest. This is in accordance with our 
initial expectation that the relationship should be clearest 
within a group of growth-homogeneous countries. 


The most useful results and the most relevant for 
analysis of the industrial western European countries, 
are obtained from equations restricted to the observa- 
tions for these countries only, together with United 
States, Canada and Japan (see chart 3.1 part iii). Two 
exclusions are, however, necessary: the United King- 
dom and Ireland where the manufacturing growth 
rates in relation to their level of GDP/head fall far 
below the values for almost all other countries.15 The 
effect of applying to these two countries the equation 
for the rest of the group is, however, shown in table 3.1. 


Out of nine equations tried, the best fit is expressed 
by the following: 


147.9930 

log manufacturing growth = 0.59956 + ——————_ (3.3) 
GDP/head 

(r = 0.94; o = 0.64. Unweighted average residual for all 


countries included in estimate, 0.47; for European countries 
only 0.49) 


An almost equally good fit is found with the following 
equation, which because of its simpler arithmetic will 
be regarded as the “ standard equation ” for the present 
analysis, and will be used as а basis for projections:!® 


2888.3074 

Manufacturing growth = 2.82 + ————_— (3.4) 
GDP/head 

(r = 0.96; o = 0.74. Unweighted average residual for all 


countries included in estimate 0.49; for European countries 
only = 0.52) 


As table 3.1 shows, the differences between these two 
equations are significant in very few countries. 


Equation 3.4, which is illustrated in chart 3.1 part in, 
explains statistically about 90 per cent of the inter- 
country variations in manufacturing growth rates. 
The size of the standard error of estimate means that 
there is a 90 per cent probability of estimating the manu- 
facturing growth rate within a margin of about + 0.75 
percentage points. (In fact, the three largest residuals, 
for the 13 countries included in the equation, are 1.6, 
1.2 and 0.9 percentage points.) But for the United 
Kingdom, the manufacturing growth rate 1s 2 percentage 
points below the value calculated from the observations 
for the other 13 countries, and for Ireland nearly 3 points. 
The form of the equation stresses the fact that the 
influence of income per head is greatest at the fastest 
growth rates (that is, at the lower levels of income per 
head). 


15 Tt will be seen below that the exceptional relationships 
in both countries are somewhat less marked when the alternative 
measure, of “ adjusted ” GDP per head, is used. 

16 The fit of equation (3.4) is about as good as that of (3.2a) 
which included southern Europe but excluded Japan. However 
the wide dispersion of the south European countries would 
have an undue influence on the use of equation (3.2a) for project- 
ing growth rates of the industrial countries. 
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CHART 3.1 


Manufacturing growth rate 1953-1967 as a function of the level of GDP/head 1953-1955 


(Least square trend growth rates of manufacturing output volume (annual percentage change) 


Part 1: All countries 


Equation (3.1) Manufacturing growth = 29.98 - 8.0047 log GDP/head 
(Gees UL, и.) 
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hoe Снавт 3.1 (continued) 
Part 3: Industrial western Europe, Canada, Japan and the USA 
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Моте.— United Kingdom and Ireland not included in equation (3.4). Countries denoted according to car licence plates, except for 


eastern and western Germany (EG, WG). See text for explanation of the adjustments of GDP-levels in part 4. In part 1 a circle denotes 


eastern european countries and square southern european countries. 
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A possible criticism of equation 3.4 is that the shape 
of the curve may seem to be heavily influenced by the 
positions of Japan and Italy, the countries with the 
lowest incomes per head among those included. But 
equations (3.1) and (3.2), covering southern and/or 
eastern European countries with levels of income within 
the same range as Japan and Italy yielded equations 
with approximately the same shape of curve, although 
with much less precision and with different degrees of 
steepness (a steeper decline with income when eastern 
Europe is included, less steep when southern Europe 
is included).1’ 


An alternative measure of income per head 


The measure so far used of relative income per head 
at the starting point (1953-1955) is derived from conver- 
sion of GDP into dollars at official exchange rates. 
Since relative incomes at official exchange rates can 
in some cases be a poor measure of comparative purchas- 
ing power, the alternative experimental measures of 
real incomes, described as “ adjusted GDP per head ”, 
carried back to 1953-1955, have also been correlated 
with rates of manufacturing growth.18 


One of the main differences between these estimates 
of adjusted GDP per head, and the estimates at official 
exchange rates, is that the income per head of the United 
Kingdom in shown as somewhat higher in relation to 
that of the other industrial western European countries. 
Consequently it becomes possible to incorporate the 
United Kingdom, and for similar reasons Ireland, in 
an equation without serious loss of precision. 


The best fitting correlation between the adjusted 
1953-1955 GDP per head and the growth rate of manu- 
facturing, covering (as in equations (3.3) and (3.4)) 
industrial western Europe, the United States, Canada 
and Japan, but in addition including the United King- 
dom and Ireland, is given by the equation: 


353.9573 (3:5) 
log mfg growth rate = 0.40162 + 


adjusted GDP per head 
(r= 0.90; в = 077) 


The curve is shown in chart 3.1 part iv. 
The precision of the equation is slightly inferior to 
that of equation (3.3) and similar to that of the standard 


equation (3.4)—both based on GDP at official exchange 
rates.19 The important observation however is that the 


_ М That a relationship holds even when Japan is excluded 
is shown also by the following equation, covering industrial 
western Europe excluding the United Kingdom and Ireland 
but including the United States and Canada (i.e. the same country 
coverage as in equation 3.4 except for the omission of Japan): 


1 


mfg growth 

10.862 с = (0:67. 

18 For a brief description of the adjusted GDP figures, and 
some warnings about their use, see page 58. 

19 If the United Kingdom and Ireland are excluded from 
equation (3.5), the correlation coefficient rises to 0.93, and the 
standard error is reduced to 0.71; thus the result remains rather 
less precise than in equation (3.3). 


= 0.117, + 0.055 GDP/head in $000. [3.4а] 


curve of equation (3.5) has a considerably steeper slope 
than that of equation (3.4), strengthening the tendency 
for growth rates to fall as real incomes rise. Manufac- 
turing growth rates fall faster with increases in adjusted 


GDP per head than with GDP per head at official - 


exchange rates, although this tendency is weakened 
at higher income levels. 


General conclusions 


Some general conclusions may be drawn from the 
series of equations described above. First, the existence 
of a relationship between the level of income per head 
and the growth of manufacturing output is firmly estab- 
lished. Secondly, the relationship is not wholly dependent 
оп a small number of strategic observations. Thirdly, the 
precision of the relationship is considerably greater when 
the countries are more homogeneous in respect of level 
of development and economic structure. A small group 
of countries is likely to exhibit greater homogeneity 
than a large one, but a small group will also be more 
sensitive to “special factors” affecting individual 
countries; a high degree of precision cannot therefore be 
expected. Nevertheless, the relationships found do illumi- 
nate one aspect of development in the past and provide 
one approach to consideration of possible future trends. 


National deviations: industrial west 


We can now identify the industrial countries where 
manufacturing growth rates show marked divergencies 
from the general pattern—suggesting that strong special 
factors have influenced these growth rates. (In judging 
the significance of the divergence, or residual, it may be 
recalled that the standard error of estimate in our “ stan- 
dard equation ” (3.4) is equal to 0.74 per cent of annual 
manufacturing growth). 


The west European countries with marked positive 
residuals are: 


Sweden: actual growth rate 1.2 per cent more than 
the calculated value (4.8) 


Western Germany: actual growth rate 0.9 per cent more 
than the calculated value (5.8) 


The “excess” growth rates in Sweden and western 
Germany appear in all five equations in table 3.1. It must 
be observed that in western Germany the underlying 
growth rate appears to have slowed down considerably 
in the 1960s; the average growth rate in 1960-1967, 
influenced, however, by the recession in 1966-1967 and 
subsequent recovery was less than 5 per cent a year. 
Western Germany is one of the very few industrial 
western European countries where there is clear-evidence 
of a change in underlying trends of manufacturing growth 
during the period 1953-1967 (see below). Italy also 
shows evidence of some “excess” growth in equation 
(3.3) although not in the standard equation (3.4). 

Countries with marked negative residuals are: 
Austria: actual growth rate 1.6 per cent less than the 

calculated values (7.6) 


Norway: actual growth rate 0.6 per cent less than the 
calculated value (5.4) 


Industrial western Europe 


Belgium: actual growth rate 0.4 per cent less than the 
calculated value (5.6) 


Moreover, when equation (3.4) is applied to the United 
Kingdom and Ireland (omitted from its calculation), 
still larger residuals appear: 


United Kingdom: actual growth rate 2.1 per cent less 
than the calculated value (5.3) 


Ireland: actual growth rate 2.9 per cent less than the 
calculated value (8.0) 


“ Deficient” growth rates for the United Kingdom 
and Ireland appear whichever equation is applied, but 
for the United Kingdom they are much less marked 
against equation (3.5), based on “ adjusted GDP per 
head ” and including both countries in the calculation, 
Markedly “deficient” growth rates in Austria and 
Norway also appear in all five equations. In Norway 
and Ireland, there is evidence, given below, that the 
underlying growth rate has accelerated since the late 
1950s. But in Austria, it has probably been slowing down 
still further. 


None of the equations described yields a satisfactory 
explanation of the manufacturing growth rates in most 
of the southern European market economies—whether 
or not the data for these countries have been incorporated 
in the calculations.2° The evidence of the different 
equations is conflicting; and the conclusion must be 
that growth patterns derived from calculations in which 
more advanced countries predominate do not provide 
a suitable framework for explaining growth in southern 
Europe. These countries are, however, now approaching 
levels of income per head more comparable than fif- 
teen years ago with those of the more advanced countries ; 
thus the equations may not be without value as indica- 
tors of prospective growth rates in southern Europe. 


(ii) Output, productivity and employment in manufacturing: 
industrial west 


Growth rates of manufacturing productivity vary 
among the industrial western countries about as widely 
as growth rates of output. Against an unweighted mean 
of 4.6 per cent a year, two countries are distinguished 
by remarkably fast growth rates of productivity in 
1953-1967—Japan (nearly 10 per cent a year) and Italy 
(6 per cent). At the other extreme are the United 
Kingdom, Canada, the United States and Denmark—all 
around 3 per cent. The remaining eight countries are 
found in a cluster with annual productivity gains of 
between about 4 per cent (Norway) and 5 per cent 
(Sweden). (See table 3.2.) 


Variations in employment growth are relatively 
wider.2! Against an unweighted mean of 1.5 per cent а 
year, Japan again is a long way ahead (over 4 per cent). 


20 Equations based on the adjusted GDP estimates for southern 
European countries also produced unsatisfactory results. 

21 The mean deviations, expressed as percentages of the 
unweighted mean growth rates, are: for output 2.4 per cent, 
for productivity 2.2 per cent and for employment 5:5) per cent 
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Denmark and Canada come next with increases of over 
2 per cent a year, with Finland, western Germany and 
Italy not far behind (at just under 2 per cent). The United 
Kingdom (0.5 per cent) and the United States (0.7 per 
cent) had the smallest increases, while the rest cluster 
around 0.8 to 1.2 per cent. 


Can these diverse trends in manufacturing output, 
productivity and employment be fitted into a common 
pattern ? And can they be related, in broad terms, 
to the pattern of relationship between output growth 
and income levels already described ? 


Fairly close relationships can in fact be seen between 
the growth of manufacturing output on the one hand 
and, on the other, the growth of productivity and em- 
ployment in manufacturing. The correlation between 
a fast growth of output and a fast growth of produc- 
tivity is in itself a familiar and well-established propo- 
sition.22 From it, and from the corresponding relationship 
between output and employment, it is possible to see 
whether it is an exceptional growth in productivity, 
or an exceptional growth in employment, that is assoc- 
iated with markedly high, or markedly low, growth 
rates in output. 


A cross-country correlation between output growth 
in 1953-1967, and the growth of productivity and of 
employment, results in the following linear equations 
for the industrial market economies 23 (see table 3.2 
and chart 3.2): 


Productivity growth = 0.67 + 0.6352 output growth (3.6) 
(30195: 5G 057) 
Employment growth = —0.52 + 0.3278 output growth Gan) 


(r = 0.85; в = 0.56) 


The size of the standard deviation is considerably 
affected by the rather large residuals for Denmark and 
Canada. Both countries show very low rates of growth 
of manufacturing productivity, and high growth of em- 
ployment, in relation to their growth of output. And it 
may be observed that these are two countries which have 
depended more than most for their economic deve- 
lopment on the building up of modernised and efficient 
agricultural and (in Canada) mining sectors, as well 
as upon industrialization. Exclusion of Denmark and 
Canada results in the following relationships: 


Productivity growth = 1.01 + 0.6100 output growth (3.6a) 
C= 099 © == 0.32) 
Employment growth = —0.85 + 0.3524 output growth (3.7a) 


(r = 0.96; o = 0.31) 


22 One of the first statistical tests of a detailed kind, showing 
positive correlation between output and output per head as 
between manufacturing branches in the United Kingdom, is 
to be found in W.E.G. Salter “ Productivity and technical change ” 
(Cambridge University Press, second edition 1969). Its appli- 
cation to inter-country comparisons among industrial market 
economies has been developed by N. Kaldor (“ Causes of the 
slow rate of economic growth in the United Kingdom” Cam- 
bridge University Press 1968), with which the present analysis 
has much in common. 

23 [ndustrial western Europe (including United Kingdom 
but excluding Ireland) United States, Canada and Japan. 
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CHART 3.2 
Output, productivity and employment growth 1953-1967 in manufacturing 
(Annual percentage changes between 5-year moving averages) 
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TABLE 3.2 


Productivity and employment in manufacturing as a function of manufacturing output 
(Annual percentage changes ; Residual = observed minus estimated change) 


eee ee eS 


Productivity Employment 
Estimated Residuals Estimated Residuals 
i ь Observed in 
ee in main Rivne in main in alternative лав т тат alternative т main in alternative 

Country 1953-1967 equation® equation ” equation equation 1953-1967  equation® equation а eqn equation 
PNET: поесоонименачо 4.9 4.5 4.7 0.4 0.3 1.0 1.4 1.3 —0.4 —0.3 
ВУИ сосоозыоо моно с 4.5 4.0 4.2 0.5 0.3 0.8 Te 1.0 —0.5 —0.3 
ТЕ < ao enoneamtioc Sel 4.2 —1.1 Da, И ПН 
о. 4.1 4.4 4.6 —0.3 —0.5 1.8 1.4 №2 0:3 0.5 
С co.o ghonge oo toc 4.7 4.2 4.4 0.6 0.4 0.8 tao Tet —0.5 —0.3 
Western Germany ..... 4.8 510) 52 —0.2 —0.4 9 т т 5 0.2 0.4 
а о. 6.0 В 5.6) 0.3 0.1 1.8 я 129 —0.2 —0.1 
INGANVEMCK Donncansoce 4.6 4.4 4.6 (0) 2 0.0 1.2 1.4 1.2 —0.2 —0.0 
INOLWAY eee oer: 4.0 Shei 4.0 OFS 0.1 0.8 И 0.8 —0.3 —0.1 
Swedenlieantriiscnsisue? Baill 4.5 4.7 0.6 0.4 0.9 i Des 13 —0.6 —0.4 
United Kingdom ...... 2.7 2.1 30 —0.0 —0.3 Ons 0.5 0:3 —0.0 0.2 
(CRIDER он 2.8 во —1.1 ps И ПИ is 
ДЕТИ cododoccessnecnd 9.6 9.8 9.7 —0.1 —0.1 4.3 4.2 4.2 Ont 0.1 
WnitedeStatestea.. aaa Bel Boll 3 0.0 —0.2 0.7 ФН О —0.0 0.2 


0 


а Productivity growth = 0.67 + 0.6352 output growth (г = 0.95, в = 0.57). 


Equation (3.6). 


> Productivity growth = 1.01 + 0.6100 output growth (г = 0.99, в = 0.32). (Denmark and Canada excluded). Equation (3.6a); 
с Employment growth = —0.52 + 0.3278 output growth (г = 0.85, с = 0.56). Equation (3.7). 
4 Employment growth = —0.85 + 0.3524 output growth (г = 0.96, < = 0.31). (Denmark and Canada excluded). Equation (3.7a); 


Although the omission of Denmark and Canada 
significantly improves the reliability of the equations, 
it does not greatly affect their application to the other 
countries. Thus in the following analysis equations 
(3.6) and (3.7), covering all industrial market economies, 
will be used),24 


Equation (3.6) means that in manufacturing industry 
productivity can be taken to increase independently 
of the rise in output by about 0.7 per cent a year plus 
just over 0.6 per cent a year for each percentage point 
of output growth. The reciprocal of this proposition, as 
shown by equation (3.7), is that employment can be taken 
to fall by about 0.5 per cent a year if there is no increase 
in output, offset by a rise of just over 0.3 per cent a year 
for each percentage point increase in output;*° thus 
at a rate of growth of output of about 14 per cent a 
year employment should remain constant. For given 
rates of growth in manufacturing output, the increases 
in productivity and employment should then be as 
follows: 


24 The discussion of these relationships by Kaldor based 
оп similar but not identical statistics (№. Kaldor, op. си. р. 12) 
showed somewhat larger constants and somewhat smaller 
coefficients than those in equation (3.6) and (3.7)—in fact rather 
close to equations (3.6a) and (3.7a). 


25 That the constants in the two equations do not precisely 
cancel out, and that the coefficients do not add to 1, is an indi- 
cation of the approximative nature of the relationships. 


Per cent a year 


Output Productivity Employment 
| acral acne) Pate ane 1.30 —0.19 
НЫ 1.94 0.14 
о iern cts 2:57 0.46 
еек 3,21 0.79 
Sa eee 3.84 112 
бо 4.48 1.45 
а И! 1.78 
ее. 5.76 2.10 


The equations give estimates of annual growth rates 
in both productivity and employment which are within 
about 4 percentage points of the recorded figure, 
except for Denmark and Canada (see table 3.2). Indeed, 
only four of the remaining twelve countries show resid- 
uals in excess of 0.3 either for productivity or for 
employment, against an unweighted average increase 
in productivity of 4.8 per cent, and in employment of 
1.4 per cent. 


The good fit and high explanatory value of these equa- 
tions makes it reasonable to regard them as expressing 
a characteristic or “normal” pattern of productivity 
and employment growth in relation to output growth, 
for manufacturing industry in industrial market econ- 
omies. This pattern can then be represented by three 
equations: 


Normal output growth associated with the level of GDP per 
head—equation (3.4) 


Se re 


7 


< 


Normal productivity growth associated with out 
Pr ut growth— 
equation (3.6) a 


Normal employment growth associated with Output growth— 
equation (3.7) 


National deviations in productivity and employment 
growth 


Comparison between the normal equations and 
actual developments makes it possible to divide the 
national deviations of output growth pattern between 
deviations in productivity growth and deviations in 
employment growth, as follows: 


National residuals trom normal pattern of manufacturing growth 


1953-1967 
Growth of 
output Residual attributable to 
estimated Residual on 
from output Employ- 

equation  едиайоп@ Productivity® ment ¢ 
О Pte sy rere oa eats об —1.6 —0.6 —1.1 
(Bel Srna оз Зо 5:6 —0.4 +0.3 —0.5 
СТ < om) otic cee Sie +0.1 —1.1 +1.1 
Pintamd а ae 6.0 —0.0 —0.4 --0.3 
IPranee.” 2. маня 5.5 —0.0 +0.5 —0.5 
Western Germany 5.8 +0.9 +0.4 +0.5 
И Gl о а (8.0) (—2.9) (—2.0) (—0.9) 
[LET OE AAP tee ee ee el —0.1 0.2 —0.3 
Netherlands’ ......... 6.2 —0.3 0.0 —0.3 
а - 5.4 —0.6 —0.1 —0.5 
Sweden ес а. 4.8 +1.2 +1.5 —0.2 
United Kingdom (5.3) (—2.1) (—1.3) (—0.7) 
Canaan’. иконе: 4.6 +0.4 —0.8 +1.1 
Tapallig. ores: ved) igcectoychey- 13.8 -++0.5 +0.2 +0. 
United States ....... 4.0 —0.2 —0.1 —0.1 


@ Excess of actual growth of output over that associated by equation (3.4) 
with the level of GDP/head. 


Ь Bxcess of actual growth of productivity over that associated by equation (3.6) 
with the calculated growth of output. 


с Excess of actual growth of employment over that associated by equation (3.7) 
with the calculated growth of output. 


The three countries showing marked “ excess ” growth 
of output according to equation (3.4) are Sweden, western 
Germany and, less certainly, Japan. In western Ger- 
many and Japan, this was associated with excess growth 
of both productivity and employment. But in Sweden, 
it is quite clear that the special feature was the very 
fast relative growth of productivity. The countries 
showing marked “deficient” growth of output are 
Austria, Norway, the United Kingdom and Ireland. 
In Norway, the growth of productivity was very little 
less than could be expected, given the rate of output 
increase; the special feature was the small increase in 
manufacturing employment. In Austria, the small 
increase in employment made the largest contribution 
to the small increase in output, but productivity growth 
was also relatively slow. In the United Kingdom and 
Ireland, by contrast, the relative increases in both produc- 
tivity and employment were small, but it is the 
deficiency in productivity growth that 15 most clearly 
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associated with the slow relative growth of manufac- 
turing output.26 


In some of the other countries, where the output 
growth rate fits the equation well, there are marked, 
but mutually compensating, deviations in productivity 
and employment. Thus Denmark and Canada, as already 
observed, show very small productivity gains but output 
increased more or less normally because of fast increases 
in employment. Elsewhere the fit for all three equations 
was fairly good (within + per cent a year or less) but 
some significance may be attached to the relatively 
fast growth of productivity in France (a positive resi- 
dual of 4 per cent) with an accompanying deficient 
growth of employment. 


It should be noted that productivity is here measured 
in terms of annual output per worker. No attempt 
has so far been made to correct the figures for changes 
in annual hours worked or for changes in the propor- 
tion of part-time workers. In most of the industrial 
countries annual hours worked have probably fallen 
by rather similar rates (from about 4 per cent to about 
1 per cent a year). A possible exception is France, where 
the reduction in average hours may have been insign- 
ificant, which helps to explain the exceptionally fast 
growth of annual productivity. In Japan and the United 
States, also, there has been little change in annual hours 
worked, but the increases in productivity have not been 
demonstrably different from the rates calculated in 
accordance with the equations. If full data were avail- 
able, in particular about changes in the number of part- 
time workers—which may have been important in some 
countries—the relative productivity gains might be 
affected. It has however generally been found that 
reductions in annual hours worked do not have a propor- 
tional effect on annual productivity; there is some 
compensation from increases in productivity per worker- 
hour. Hence it could not be expected that a reduction 
by 1 per cent in annual hours worked would reduce 
growth of annual output per worker by much more 
than, say, 0.5 per cent a year. 


The common pattern in the relationships between 
the growth rates of output, productivity and employ- 
ment has been shown by cross-country comparison 
of trends. It is impracticable to confirm the association 
with a statistical test based upon the experience over time 
of individual countries. The 14-year period from 1953 
to 1967 is too short to permit elimination of the cy- 
clical fluctuations in most countries, and the correlation 
between output growth and productivity gains during 
the course of short-period business cycles is well known 
but not relevant to the longer period movements with 
which we are here concerned. 


However, some hints about the longer-period develop- 
ment in individual countries may be picked from chart 3.2, 


26 These comments should be read in the light of the statis- 
tical uncertainty of the equations. It should be recalled that 
the standard error of equation (3.4), for output growth related 
to income per head, is about 0.7; the standard errors of the 
equations for productivity and employment (3.6 and 3.7) are 
about 0.6 when all countries are included but are reduced to 
0.3 when Denmark and Canada are excluded (equations 3.6a 
and 3.7a). 
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showing five-year moving averages of manufacturing 
output, productivity and employment in each of the 
industrial west European countries. It is fairly clear 
that Belgium, Norway and Sweden exhibit the pattern 
found in the cross-country analysis—a positive asso- 
ciation between output growth and productivity gains 
which is not simply a reflection of cyclical movements. 
There are traces of the same association in Finland 
‘and the United Kingdom. 


On the other hand, in Austria and western Germany, 
it appears to have been possible to maintain stable 
rates of productivity increase notwithstanding the 
downward trend in the rate of output growth. Produc- 
tivity growth has also been rather steady in Denmark 
in spite of movements in output growth which may not 
be wholly cyclical. Elsewhere, there has been no per- 
ceptible non-cyclical variation in rates of output growth 
or of productivity growth (France,?’ Italy). 


Thus it cannot be asserted with confidence that 
changes over time in the longer-term trend of output 
growth in each individual country, of the order of 
magnitude of those experienced in 1953-1967, will 
necessarily be accompanied by changes in productivity 
and employment corresponding to the correlations. 
Other factors besides the growth rate are clearly involved, 
and may continue to influence the development of 
productivity and employment rather differently in 
different countries. 


It is apparent that the data so far used afford no 
single explanation of deviations from the common 
growth pattern. A cursory attempt only has been made 
so far to look behind these data into other character- 
istics of national economic structures. Some simple 
comparisons can however be shown between the national 
divergences of productivity and employment growth 
just presented, and some indicators of manufacturing 
investment, the development of manufactured exports 
and labour supply. The data are presented in table 3.3. 


For a measure of relative investment in manufacturing, 
we have computed the cumulated investment per employee 
in manufacturing over the whole period 1953-1967 
(investment at current prices, US$ at 1963 exchange 
rates). There appears to be no correlation between manu- 
facturing growth itself and this investment variable.?8 
On the other hand, the deviations from the arithmetic 
mean of the cumulated investment per employee over 
the whole period do show some co-variation with the 
divergences in productivity growth. The correlation 
coefficient is 0.80; nearly two-thirds of the variations 
in the productivity deviations can be statistically ex- 
plained by the variations in the investment deviations. 
(But it was necessary to exclude the overseas indus- 
trialized countries from the calculations, as well as 
the Netherlands for lack of comparable data.) Further- 
more the standard error of estimate is very big. So 


27 Apart from the temporary acccleration in employment 
growth in the early 1960s associated with the immigration from 
north Africa. 

°8 The cross-country correlations between manufacturing 
output growth and the ratio of investment to output in manufac- 
turing also proved weak. 


the correlation cannot do much more than indicate the 
probability of some kind of general relationship between 
investment behaviour and the productivity deviations. 


It might be expected that productivity differences 
would be reflected in the development of exports, 
either because high productivity growth would increase 
competitiveness, or because a strong foreign demand 
could create a productivity increase. The correlations 
between the productivity divergences, on the one hand, 
and the export elasticity (trend growth of manufactured 
exports against trend growth of manufacturing output), 
or the deviations from average export elasticity, on the 
other, are however weak. When added as a second 
explanatory variable to the correlation between produc- 
tivity divergences and the deviations in investment 
behaviour, the export variable increases the explana- 
tory value of the correlation so as to make the coeffi- 
cient 0.85. Slightly more than 70 per cent of the varia- 
tions would then be “ explained ”. 


It might be expected that fast rates of increase in 
manufacturing employment would be associated with 
a high share of agricultural employment in the total 
labour force. Only with a very liberal interpretation 
of the figures can such a relationship be found. It seems 
clear that in western Germany, Denmark and Canada 
manufacturing employment has increased much more 
than the share of agriculture in total employment 
would warrant, and in Austria much less. Labour 
supply in western Germany has been governed by other 
factors for a long part of the period studied. And, as 
was suggested above, in Denmark and Canada agricul- 
tural efficiency may have contributed to a relatively 
easy labour supply for manufacturing industry. But the 
relationships between the share of agriculture in the 
economy and the general process of economic growth 
are no doubt more complex than these simple compa- 
risons can reveal. 


(iii) Mlustrative projections to 1980 of manufacturing growth 


The set of cross-country equations described above 
may be used for projection into the future of the growth 
of manufacturing output by relating it to current levels 
of income per head. 


It has been made clear that the degree of conformity 
with the international pattern of relationships between 
incomes per head and growth rates is not very close. 
The reasons for the national deviations lie partly in the 
special and transient circumstances of the period of 
observation, but partly, also, in certain persisting fea- 
tures of each country’s economic structure and _ insti- 
tutions and in the economic behaviour patterns of its 
citizens. 

To the extent that the national deviations are due to 
transient causes, they will doubtless be replaced in future 
by other deviations, of which the pattern is unforeseeable: 
such deviations can only be regarded as margins of 
uncertainty surrounding any projection. To the extent 
that they are persisting, they should be incorporated 
in projections. If the persistent deviations could be 
convincingly distinguished from the transient ones, 
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TABLE 3.3 


Some factors related to productivity and employment growth in manufacturing 


ЕАО ee п 


Cumulated manufacturing 
investment per person 


Elasticity of 
manu- 


employed 1953-1967 6 factured Share of employment 
Deviation in Deviation from НА Elasticit Devi i тии: 
ит Е у eviation т = 
Country ее i NE AE ee AOR Mi Epi ee ha 

НЕ ME aren eas van, « —0.6 5 070 —2 471 ihe 7 OFZ 
: ; —0. —1.1 31.8 +9.2 
Веро. +0.3 7 678 +137 2.3 0.4 —0.5 9.3 —13.3 
Denmark clio Cenc Зи —1.1 3 853 —3 688 1.8 —0.1 --1.1 25.4 +2.7 
ГЕО сою со о ace —0.4 8 908 +1 367 1.4 —0.5 +0.3 36.6 +14.0 
ANCE на +0.5 9 378 +1 837 1.8 —0.1 —0.5 25.9 +3.3 
Western Germany ....... +0.4 8 536 +995 2.1 0.2 0.5 18.9 —3.7 
а --0.2 a Sse —8 PD) 0.7 —0.3 35.6 +13.0 
INetherlandSmeeceiae ee 0.0 ват п.а. 1.9 0 —0.3 Пт —8.9 
INOE WAY Leones tarda —0.1 9 710 +2 169 2.0 0.1 —0.5 26.3 +3.7 
Sweden еее Г.Э 9 843 +2 302 2.0 0.1 —0.2 20.2 —2.4 
United Kingdom ........ (—1.3) 4 900 —2 641 1.8 —0.1 (—0.7) 4.8 —17.8 
СЕНЕ ооо ео —0.8 (13 928) +1.1 18.3 —4.3 
Тара ее ее +0.2 (5 770) +0. 40.6 +18.0 
ПОЗ states: sneer —0.1 (371) —0.1 92 —13.4 


@ See text table on page 69. 


> Investment at current prices, 1963 official exchange rates, United States 
dollars. 


с Unweighted average for western Europe less the Netherlands ($7,541). 


@ Trend growth in exports (current values in dollars) of manufactured exports 
divided by trend growth in manufacturing output. 


many problems—not only of economic analysis but 
also of economic policy—might be solved. To attempt 
such a distinction is beyond our competence. 


It would, then, be unrealistic to base a set of projec- 
tions on the assumption of complete convergence towards 
a common international pattern. It would be equally 
unrealistic, and not very useful, simply to extrapolate 
each country’s past experience. Yet there are elements 
of common sense and realism in both approaches. 
The pragmatic solution adopted here is to take as a 
central projection of manufacturing growth the arithmetic 
mean of the results given by the two approaches: (а) 
. the projection yielded by applying the equations relating 
growth to present levels of income per head, and (5) 
the projection yielded by extrapolating each country’s 
“current trend” of output. First, however, the concept 
of the “current trend” must be defined. 


Identifying the current trend of manufacturing output 


For the comparative analyses so far made, the past 
growth trend has been measured by the least square 
trend over the whole period 1953-1967. To the extent 
that trends have been changing during this pericd, 
this trend measurement is inappropriate for incorpo- 
ration as the extrapolatory element in the projections. 
As already observed, the substantial short-period fluc- 
tuations during 1953-1967 make it impossible to find 
a satisfying method of measuring the underlying trend 
of output during the more recent period—say the 1960s. 


е Unweighted average for western Europe (1.9). 
7 See text table above. 


9 Number of persons employed in agriculture as a percentage of total employ- 
ment in 1953/55. 


h Unweighted average for all countries: 22.6 per cent. 


But some attempt has been made to discover in which 
countries there is a clear indication of acceleration or 
deceleration in the growth rate of output, and to find 
for such countries an alternative measure of the “ current 
trend”; any such measure must necessarily be rough, 
but should be more relevant for extrapolation than 
that yielded by the least squares trend over the whole 
period 1953-1967. 


Some alternative measures of manufacturing output 
growth are set out in table 3.4 for western countries, 
showing the least square trend, a “receding weight 
average ” (giving more weight to growth in more recent 
years) and the arithmetic average of percentage growth 
rates during the last seven, six and five years of the 
period 1953-1967. Chart 3.3 shows the annual changes 
in output in each country and a five-year moving aver- 
age, compared with the least squares trend. 


The chart may well suggest minor changes in trend 
during the course of the period in a number of countries. 
But the effect on the projections of taking a different 
figure from the least squares trend over the whole 
period would in most cases be small; and, in any case, 
the alternative, more up-to-date, measures could be 
substantially affected by adding another year or two 
to the data. Hence to justify a different figure from the 
least squares trend, the criterion applied is that the dif- 
ference between the least squares trend and each of the 
averages for the latest five, six or seven years should 
be at least 0.5 per cent a year. For countries satisfying this 
criterion, the average nearest in value to the least squares 
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TABLE 3.4 


Trends in manufacturing output (per cent a year) 


i 


Growth in manufacturing output 
Least squares Receding weight 


trend average @ Average of last 

Country 1953-1967 7 years 6 years 5 years 
AUSthi amare a eos creer 5 6.0 5.8 4.2 4.2 4.5 
ah) codes go совы ons ооо 5.3 5158 6.0 6.1 5.6 
Denmark ее ая 5.6 5.3 5-9 5.4 4.8 
Е ооо ое ОО 9 6.0 5.9 5.6 5.0 4.9 
rancem eer: а oun aia Groene S52) 5.4 553 mee 61572 
Western Сепмаву неее 6.8 6.1 4.668 4.2 4.0 
ооо о ооо бою О 2 8.0 7.9 7/55) ie 6.3 
Netherlands еее 5.9¢ 6.3 5.9 6.2 6.4 
О re taetor actirars ele wee eyes eretare 4.8 Jol 5.3 5.8 5.9 
Sweden о ое = 6.0 55 6.6 6.3 5.8 
Waited а собвооразовьссос Be 3:2 2.6 3.0 Sh) 
Treland! Dic cae cg ess evens ahacs tele ties 5.0 57 6.4 6.0 5:8 
Switzerland vance venience errsiere< п.а. п.а 4.4 4.3 4.1 
Canad aperture ur ore ed seramnatetccmens 5:0 Beil 6.4 6.9 6.6 
JAPAN aera пани вис ose Movs 14.3 14.3 1355 12.5 1323 
С Боос оеоююь ао 550 3.8 4.2 5:7 6.7 6.0 
ее ооо 8.0 8.0 1.9) БЕ 8.6 
Ро а о ое за ыь 82 8.6 8.6 8.9 9.4 
SDall es ae cnc eaten еее 8.7 8.8 10.8 10.1 10.1 
Yugoslavia casera ccs ан crs sites 1 10.7 9.1 9.5 10.0 

Nore. — Italicized figures in the last three columns change (1953-1954) being weighted by 1.0, the second 


“ 


represent the “current trend” used as an element in the 
projections where a different figure is adopted from the 
Least Squares Trend. 


@ Weighted mean of annual growth rates, the first year’s 


trend has been taken (with some exceptions noted 
below) as the best available measure of the current 
trend. 


year’s by 1.1. etc. 
5 In projections, adjusted to 5.5 (see text). 
с See table 3.1, footnote e. 


This procedure yields the following cases in which 
the current trend appears substantially different from 
the least squares trend: 


Acceleration 


Least squares 


trend Current trend 

INOF Way ее. 4.8 5.3 
(1960-1967) 

Я О и ae reek о 5.0 5.8 
(1962-1967) 

Е sie cues ccekteecacdemene eraaee es 61 10.1 
(1962-1967) 

Сана 5.0 6.4 
(1960-1967) 

ем а 3.8 55 
(1960-1967) 


Deceleration 


Least squares 


trend Current trend 

АЕ tercer trac с 6.0 4.5 

(1962-1967) 
Western ЗМЕИ ободоовозововова 6.8 4.6 

(1960-1967) < 
Уолл 11.7 10.0 

(1962-1967) 
ТАРА 14.3 eas 


(1960-1967) @ 


— ES EE es 


@ See comments in text below. 


For western Germany and Japan, however, the evid- 
ence does not really justify this procedure. For western 
Germany, the averages for recent years have been much 
affected by the stagnation in 1966 and 1967, and some 
allowance should be made for the subsequent fast 


recovery.29 It seems reasonable to take for western Ger- 


many a “current trend” below the least squares trend 


ыы Manufacturing output grew by 12-14 рег cent in 1968 and 
again in 1969. 
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ae CHART 3.3 
Volume growth rate in manufacturing output 1953-1968 and projection 
(Annual percentage changes) 
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. CHART 3.3 (continued) 


GREECE NETHERLANDS 
12 GRECE PAYS-BAS 
ГРЕЦИЯ 20 НИДЕРЛАНДЫ 


Ue IRELAND 
IRLANDE 
го ИРЛАНДИЯ 


6 
4 
2 
[®) 
—2 
ITALY NORWAY 
т ITALIE NORVEGE 
ИТАЛИЯ НОРВЕГИЯ 
10 
8 
| — 
4 


1955 1960 1965 


р a3 Industrial western Europe 75 


vate Снавт 3.3 (concluded) 
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of 6.8 per cent a year, but the figure of 4.6 per cent 
yielded by the standard method described above appears 
unduly low. An arbitrary figure of 5.5 per cent has 
therefore been used. For Japan, the difference between 
the least squares trend and a more recent average cannot 
be regarded as significant. 


Projections for manufacturing 1965-1967 to 1980 


The bases for the projection of manufacturing output 
growth are set out in table 3.5. The first part of the table 
shows the alternative projections that would result from 
use of the five different equations described above 
(see table 3.1), representing different forms of the rela- 
tionship between manufacturing output growth and the 
level of income per head. The relationship is applied to 
the level of income per head in each country in 1965- 
1967 (taking an average of the three years to eliminate 
short-period fluctuations).2° The current trend, as just 
defined, is also shown. 


30 For equation (3.5), based on “ adjusted GDP”, estimates 
are made only for 1965. 


It will be clear from the earlier discussion that this 
method of analysis appears generally appropriate for 
the industrial western countries, but less so for southern 
Europe. The differences between the projections yielded 


by equations (3.1) to (3.4)—all based on income рег. 


head at official exchange rates—result from the differ- 
ent shapes of the curves, due mainly to the different 
country coverage of the equations; in particular, the 
inclusion of southern Europe and of eastern Europe 
in equations (3.1), and of southern Europe in (3.1) 
and (3.2), have a considerable effect on the shape of 
the curve at the extreme income levels. Thus equation 
(3.1) yields an absurdly low value for the United States 
and a very low one for Sweden. 


Equation (3.5), it will be recalled, is based on “ ad- 
justed ” income levels; it yields considerably lower 
projections for every industrial country. As chart 3.1 
shows, the “ adjusted ” incomes give not only a narrower 
dispersion of incomes but also suggest a steeper decline in 
the curve, particularly in the income range ($1,500-2,000 
per head in 1965) where most of the industrial coun- 
tries are found. It is to be expected that any adjustment 


TABLE 3.5 


Projections of manufacturing growth rates, 1965-1967 to 1980 


whee Se Oe Е eT ee eee 


GDP per head 


At exchange 


Projected growth rate of manufacturing 1965-1967 


Past trend of 


manufacturing output Projection 


rate Adjusted to 1980 according to equations © adopted © 

(1965-1967) @ (1965) 8 Trend Current 1965-1967 

Country US $ US $ (3.1) (3.2) (3.3) (3.4) (3.5) 1953-1957 trend % to 1980 
Austria So nC TG 1 070 1 459 Bo ff 5.4 S52) 5): 5) 4.4 6.0 4.5 a0 
SIEM. sa con oc onan 1 477 1 886 4.6 5.0 Sin) 4.8 3.8 5:3 5.3 = 
ТРЕ < recess cena 1 651 1 820 4.2 5.0 4.9 4.6 3 5.6 56 Sal 
Binland@erme aceon 1 420 1 585 4.8 Sei 5-1 4.9 4.2 6.0 6.0 320 
FITAN COMMS sscrccsr ese Soaks 1 646 1 616 4.2 Soll) 4.9 4.6 4.2 Syne) SES! Sse 
Western Germany .... 1 589 1 854 4.4 5.0 4.9 4.6 3.9 6.8 5.5 Sine 
Dealiyaraeercae caine 926 1 190 6.2 559) 5.8 2:9 5.0 8.0 8.0 6.9 
еще ава 1 269 1 796 Srl 5.2 S52 Die 4.0 Seo 5.9 526 
Мора. 1 616 1 668 4.3 5.0 4.9 4.6 4.1 4.8 358 5.0 
Ween) еее 2 165 И 3.3 4.8 4.7 4.2 315 1 6.0 6.0 Sel 
United Kingdom ..... 1 516 1 929 4.6 5.0 (5.0) (4.7) 3 3-2 Зо 4.0 
Ireland RO re ere ae 743 1 239 HY) 5.8 (6.3) (6.7) 4.9 5.0 5.8 6.3 
Switzerland pees 2 023 1 863 (3.5) (4.8) (4.7 (4.3) (3.9) п.а 4.39 4.3 
Сапа а. 2 140 2 218 9.9 4.8 Я: 4.2 3.6 5.0 6.4 Sige) 
Japan О И 705 1293 Ut (6.0) 6.5 6.9 4.7 14.3 14.3 10.6 
United а ее. . 3 256 21597 о 4.6 4.4 В ВЫ 3.8 Sil 4.7 

(СО Een ne 580 758 79 6.3 (7.2) (7.8) 8.0 8.05 (7.9)* 

Portugal ни 363 733 9.5 Vad (10.2) (10.8) 8.2 8.2 (9.5) 1 

Spain Poteet teens 583 939 7.8 6.3 (7.2) (7.8) 8.7 10.1 (9.0)” 

Yugoslavia ........ = 384 692 9.3 Woe (9.7) (10.3) hive 10.0 (10).2)* 
UWE yy neo. on tues wae 225 383) vs (9.5) | 

Norte. — Brackets denote value for countries not included in the estima- € Arithmetic means of equation (3.4) and current trend (discrepancies are due 


tion of the equation. 
@ 1963 factor cost. 
Ь 1965 market prices. 
с For specification of the equations and country coverage see table 3.1. 


@ See table 3.4. 


to rounding). 
7 See table 3.1, footnote г. 
9 Average of last 6 years. 
h For south European countries, some of these projections have been modified 


in the present report (see section 4 of this chapter). The figures are given here 


to illustrate the effect of applying the same method as that used for other Euro- 
pean market economies. 


HN) 


| * 


of monetary income levels towards a more realistic 
measure of relative purchasing powers should compress 
the range. But the particular shape of curve resulting 
from the experimental method of correction here em- 
ployed is necessarily sensitive to the data and methods 


_ used and particularly to the rather critical values set 


on the countries at the extreme ends of the range. Hence 
limited significance should at present be attached to 
the lower projections yielded by equation (3.5). 


For fixing a single projection from the series of equa- 
tions it thus seems reasonable to concentrate upon 
equation (3.4), described as our “standard” equation 
and giving reasonably well-fitting results for western 
industrial countries in the historical analysis.31 (The 
country coverage in this equation is relatively homo- 
geneous; it is based on industrial western Europe, 
excluding the United Kingdom and Ireland, together 
with the United States, Canada and Japan.) 


The projections resulting from equation (3.4) may 
next be compared with the “ current trend ”, with which 
it is averaged to make a single projection. The projection 
from the equation exceeds the current trend in only 
three industrial countries: 


Austria (excess of 1.0): the difference is less than that 
between the 1953-1967 trend and the estimated 
value for that period derived from equation (3.4); 
the actual rate of growth, taking the current trend, 
has diminished during the period while the estimated 
rate of output growth has diminished even more 
with rising income. 

United Kingdom (excess of 1.5):32 the difference is con- 
siderably smaller than the deviation from the histori- 
cal equation. 

Ireland (excess of 0.9):32 the difference is again much 
less than the deviation from the historical equation, 
because the considerable acceleration in the growth 
rate during the period has more than offset the rise 
in income per head. 


In all the other industrial countries, equation (3.4) 
yields lower projected growth rates than the current 
trend. This is mainly because the fall in growth rates 
associated by the equation with rising income levels 
has not yet, in most countries, been reflected in a general 
slowing down of growth rates during the course of the 
period examined. As already pointed out, it 15 impossible 
in most countries to identify any such change in trend 
among the short-period fluctuations. This is another 
reason for not basing a projection wholly on the equation. 
The lower projections yielded by the standard equation, 
as compared with the current trend, are particularly 
marked, among industrial western European countries, 
in Italy and Sweden (differences of about 2 per cent a 
vear) and in Denmark, Finland, France, western Ger- 
many and the Netherlands (differences in each case of 
about 1 per cent a year). 


of equation (3.4). 
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Outside Europe, the striking case is Japan, whose 
manufacturing growth rate remains very high in spite 
of the big increase in income per head (and would be 
sO whatever reasonable measure of income per head 
is adopted, or however the current trend in output 
growth is measured). The implication of the equations, 
and of the averaging of the results of the equation 
with the current trend, is that the rate of growth in Japan 
will decline now that Japan is entering the range of 
incomes per head reached in industrial western Europe. 
No precise significance need however be attached to 
the exact projection of the future growth rate in Japa- 
nese manufacturing. 


The projections adopted for manufacturing growth 
in the industrial western countries, resulting from the 
averaging of equation (3.4) with the current trend, 
are shown in the last column of table 3.5. The result 
is a series of projected growth rates which are less 
than the current trend in 12 of the 15 countries.?3 In 
seven countries, the decline in growth rates is only 
0.1 to 0.5 per cent a year. In four, Italy, Sweden, Canada 
and the United States, the decline is about 1 per cent; 
for Japan the growth rate declines from over 14 per 
cent in the past to over 10 per cent in the projection. 


By contrast, the implication of the projection method 
is an acceleration of growth rates in Austria (by 0.5 per 
cent) the United Kingdom (0.9 per cent) and Ireland 
(0.5 per cent). 


For south European countries, as already suggested, 
the projection method cannot be regarded as particularly 
appropriate because the equations are so heavily weighted 
by countries with very different economic structures and 
growth patterns. A fuller discussion of prospects for 
the south European countries, taking fuller account 
of their special circumstances, is given on page 117 
of this chapter. But some purpose may be served by 
applying the same projection method, and the results 
are shown in table 3.5. The projections proposed on 
page 120, for manufacturing output, are: 


Projections 1965-1967 to 1980 


Estimated 
Proposed (equation 3.4) Current trend 
GIECCE? Sos etme 9 7.8 8.0 
она дао 8.5 10.8 8.2 
бра eels cieieatn 8.5 7.8 10.1 
Yugoslavia .... 10 10.3 10.0 


It would not be at all unreasonable to regard the 
projection method employed as indicating simply a 
range of alternative possibilities; use might be made 
of the standard errors of estimate attaching to the 
equations. For example, it might be suggested that any 
resulting projection of the growth rate, for industrial 
western countries, should be regarded (with 90 per 
cent probability) as subject to a range of at least +0.75 per 
cent.34 However for the subsequent projections of 
employment, productivity and output in the economy 


33 For Switzerland the comparison is not relevant. 
34 The standard error of estimate for equation (3.4). 
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as a whole and its major sectors—each with its 
own margins of uncertainty—it is preferable to build 
on a single, if rather arbitrary, figure. It would other- 
wise be necessary to work through the whole system 
with a very big range of alternatives. It will appear from 
subsequent discussion that a direct estimate of GDP 
growth, incorporating the growth of other sectors in 


addition to manufacturing, should yield a substantially 
smaller margin of uncertainty than the sum of the mar- 
gins for the individual sector estimates. 


We now pass on to consider the relationships between _ 
manufacturing growth and the growth of other sectors 
of the economy. 


3.3 GROWTH PATTERNS OUTSIDE THE MANUFACTURING SECTOR 


(i) Over-all relationships: 
manufacturing, non-manufacturing and GDP 


In the previous section, the theme was developed 
of manufacturing as the motor of the whole economy. 
This theme implies links between growth in manufac- 
turing and growth in the non-manufacturing sectors— 
and thus between growth in manufacturing and the 
development of the gross domestic product. The present 
section is intended to show to what extent we can 
find a common inter-country pattern to describe quan- 
titatively the form and nature of these links. 


The inverse relationship between manufacturing growth 
rates and the levels of income per head has also been 
explored in the previous section. It must now be shown 
how far non-manufacturing growth rates are correlated 
with income levels. We could thus envisage a triangu- 
lar relationship: 


Income per head — 
+ _ 4 


Manufacturing growth —> Non-manufacturing growth 


A more formalized description of the equations 
representing these relationships will be found in appen- 
dix 3.1. That there must be common elements in the 
pattern of relationship between manufacturing and 
non-manufacturing growth is evident from the familiar 
uniformity in the pattern of change in demand. But 
it is equally clear that any pattern will be broken by 
differences in the level and development of foreign 
trade and by a variety of special factors influencing 
the growth of particular sectors. The aggregative approach 
to the non-manufacturing part of the economy will 
therefore be followed by closer analysis of its indi- 
vidual components. 


In every country, the actual rates of growth in non- 
manufacturing as a whole, and therefore in GDP, 
have been slower than in manufacturing (see table 3.6). 
This slower growth rate can be described by an elas- 
ticity which is simply the ratio of one growth rate to 
the other (taking least squares trends over the period 
1953-1967). The elasticities vary quite substantially. 
In most of the south European countries, in Italy and 
in Japan, the growth rates of non-manufacturing are 
only 50-60 per cent of the growth rates of manufac- 
turing. But in nearly all the other western countries, 
non-manufacturing has grown by 70-80 per cent of the 
growth rate of manufacturing—in the United States 
by 95 per cent. A crude connexion at once emerges; 
in the poorer countries, the lead is taken by manu- 


facturing industry far more conspicuously than in the 
richer. In itself, this might seem obvious enough, since 
the manufacturing base is so small in the poorer countries. 
In fact, however, the difference in the weights of manu- 
facturing between rich and poor is not so great; even 
in 1954, the manufacturing share of GDP 35 was 20-25 per 
cent in the south European countries (except Greece 
—only 12 per cent) and in Japan and Italy and rose 
only to about one-third of GDP in the countries where 
it was highest. Moreover, two of the richer countries 
—Belgium and Sweden—are clear exceptions; there, 
the ratios of non-manufacturing to manufacturing 
growth are as low as 55-60 per cent, within the range 
of the poorer countries. And among the poorer coun- 
tries, Greece and Ireland stand out with rather high 
ratios (65-70 per cent). 


The same pattern naturally applies (with the same 
exceptions) to the relationship of GDP to manufactur- 
ing growth. GDP growth has been only 60-70 per cent 
of manufacturing growth in most of the poorer countries, 
but 80 to 90 per cent in most of the richer—rising to 
96 per cent in the United States. 


How far can these rough associations be expressed 
in quantitative form as a guide to an international 
pattern of development ? 


As already shown, a precise relationship between 
manufacturing growth and the level of GDP per head 
does not exist when the industrial west European countries 
and the southern countries are taken together. Thus 
the main equations in the following discussion are based 
on data only for the industrial countries. 


Growth of GDP in relation to manufacturing growth 


We begin by estimating the cross-country relationship 
between GDP growth and manufacturing growth. A 
linear equation for the industrial countries (excluding 
Ireland) gives the following result :36 


Growth rate of GDP = 1.12 + 0.6002 mfg growth rate 
(== 0.97 ice 20538) 


(3.8) 


ae Contribution of manufacturing to GDP in 1953 at 1963 
prices. 

36 Comparison may be made with a similar cross-country 
equation, calculated from data for a slightly different group 
of countries and span of years, in the study by Kaldor already 
quoted (Kaldor, ор. cit., р.5). That equation showed: 

Growth rate of GDP = 1.15 + 0.61 manufacturing growth rate 
(r = 0.98; o = 0.40). 
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pie TABLE 3.6 


Growth rates and elasticities to manufacturing: GDP and non-manufacturing, 1953-1967 
НИЕ НУ evInniih НИНЕ ЕТУ, ee RD Ft Ines ДНРЗ eRe НИ 


(1) (2) (3) (4) 


Growth rates 
(least squares trends) 


Elasticities observed 


(5) (6) (7) (8) (9) 


Elasticities estimated 
from cross-country 


a _ ы to manufacturing equations Residuals © 
5 Non- АЕ ы 

Country Е СОР ОНИ Шт СОР и СОРа ae GDP И Г 
aed ая oye | 6.0 4.7 0.86 0.78 0.79 0.71 0.07 0.07 
Peet DAE eG “dn stooge Sia 53 Зы 0.71 0.59 0.83 ORS —0.12 —0.16 
о Vettes: 4.4 1 3.9 0.79 0.71 0.81 0. 73 —0.02 —0.03 
А 4.8 9) 4.4 0.80 0.73 0.79 0.71 0 0.02 
pee Г. Е MEROR ET eR O Ie 4.9 565 4.6 0.89 0.84 0.82 0.74 0.08 0.10 
ея ета Sho) 6.8 4.8 0.81 0.71 0.76 0.67 0.05 0.04 
eee tau 2 5.1 1.7 0.49 0.34 (0.84) (0.76) (=0. 35), 0 
ay i И eee } tes) 4.3 0.67 0.55 0.73 0.63 —0.07 —0.08 
214100514 т. eee 4.8 5-9 4.3 0.80 0:72 0.80 (И 0.01 0.01 

ЕЙ Se Samra Meee en ae 4.1 4.8 3.8 0.85 0.79 0.85 0.79 0 о 
Sweden В 4.2 6.0 3.4 0.69 0.55 0.79 OFT —0.10 —0.15 
Я! Kingdom: «aes. 2.8 9:2 Des 0.86 0.79 (1.01) (0.99) (—0.15) —0.20 
(СОЗ Parte cree м ее 5.8 8.0 5.4 0.73 0.68 (0.73) (0.62) (0) (0.06) 
Portugal MWh sage chk Я Sid 82 ЗУ 0.62 0.47 (0.73) (0.61) (—0.11) (—0.14) 
Spain ce 5.9 8.7 4.9 0.68 0.57 (0.72 (0.80) (—0.04) (—0.23) 
рома а ee ae ВВ ИТ 6.84 0.61 0.58 (0.68) (0.54) (0.03) (0.04) 
АЕ а о 4.4 5.0 Bie. 0.88 0.84 0.84 0.77 0.04 0.07 
Japan И 9.8 14.3 8.3 0.69 0.58 0.65 0.51 0.04 0.07 
ОЕ а оне. 3.6 3.8 3.6 0.96 0.94 0.94 0.90 0.02 0.04 


о а 8 ны 


é МотЕ. — Parentheses denote value for countries not included in the estima- 
tion of the equation. Elasticities and residuals calculated from figures with greater 
number of decimals than in preceding columns. 


а From equation 3.9. 


The elasticity of GDP growth on manufacturing 
growth implied by this equation is, therefore: 


Growth rate GDP И 


+ 0.60 


Growth rate mfg Growth rate mfg 


The elasticities resulting from this expression are 
confirmed 37 by a direct estimate of elasticities based 
on the actual values shown in table 3.6: 


Growth rate GDP 1.4758 
+ 0.55 (3.9) 
Growth rate mfg Growth iate mfg 
(r = 0.74; в = 0.06) 
In what follows, the elasticities used are those 


given by equation (3.9); they are set out in table 3.6 
column 6. The elasticities are shown to fall as the rate 
of growth increases,3® being close to 1.0 at low growth 


37 The direct estimates of elasticity from equation (3.9) differ 
from the estimates implied by equation (3.8) by not more than 
0.05 in any country. 5 per cent manufacturing growth means 
a GDP growth of 4.12 according to equation (3.8) but 4.23 
according to equation (3.9). 

38 The concave form of the curve of elasticities as the manufac- 
turing growth rate rises necessarily follows because It derives 
from the linear equation (3.8) chosen for the relationship between 


the growth rates of manufacturing and GDP. 


> From equation 3.11. 
с Observed minus estimated elasticities. 


@ Gross material product. 


rates of manufacturing (as in the United Kingdom or 
United States) and tending towards a limiting value 
of 0.6 at high growth rates (0.6 to 0.7 in Italy and Japan). 
For nearly all the industrial countries, the calculated 
values are between 0.75 and 0.85. This can be linked 
with our previous conclusion that growth rates of 
manufacturing tend to rise as the level of income per 
head falls. The implication—to be developed more 
fully below—is that the elasticity of GDP against manu- 
facturing increases with rising income. This is in accord- 
ance with the observations made by other authors, 
notably Chenery, covering a much wider range of 
countries.°9 


As table 3.6 shows, the calculated elasticity values 
are generally close to the actual values observed. The 
comparison brings out at once, however, certain diverg- 
ences from the international “norm”. Austria and 
France both show rather high elasticities—denoting 
exceptionally high rates of GDP growth in relation 
to manufacturing growth; Belgium, Sweden and the 
United Kingdom show low elasticities—their growth 
rates of GDP were low in relation to their manufac- 


39 НВ. Chenery, “ Inter-country and inter-temporal patterns 
of industrial growth” in Sectoral aspects of projections for 
the world economy (Seminar оп long-term econoinic projec- 
tions, Denmark) United Nations 1969. 
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turing growth. Some of the reasons underlying these 
national divergences will be examined below. 


It is, of course, true that the growth rates of manu- 
facturing and GDP are auto-correlated, since manu- 
facturing alone represents about one-third of GDP. 
We therefore proceed to examine the elasticities of the 
non-manufacturing sectors as a whole in relation to 
manufacturing growth. 


Non-manufacturing growth in relation to manufacturing 
Again, a linear equation gives the following result: 


Non-mfg growth rate = 1.40 + 0.4692 mfg growth rate (3.10) 


(7 = 0085 © = 057) 


The fit is not so good as that showing the relationship 
between GDP growth and manufacturing growth (as 
in equation 3.8). This is to be expected, since in some 
countries but by no means in all, as will be shown, 
exceptional growth in manufacturing’ appears to be 
compensated by a reverse divergence in other sectors.40 


Again, the elasticity of non-manufacturing can be 
derived from this equation as: 


Non-manufacturing growth 1.40 


Manufacturing growth Manufacturing growth 


And a direct estimate of elasticity from the actual data 
gives: 
Non-mfg growth 2.00 
= + 0.37 
Mfg growth Mfg growth 
(г = 0.153 © = WO) 


(3.11) 


Again, the differences between the derived and the 
direct estimates of elasticity are very small, the differences 
in the first parameter being generally offset by those 
in the second.4! The direct estimate (3.11) is used in what 
follows. 


The pattern of national divergences is, of course, 
much the same as that in the elasticities of GDP to 
manufacturing. 


Elasticities of non-manufacturing growth to manufac- 
turing using the same form: 
b 
fl se 
manufacturing growth 


have also been calculated for each country sepa- 
rately over time, using five-year moving averages to 
eliminate so far as possible the cyclical influences.42 
These are shown in table 3.7 and are compared with 
the elasticity given by the ratios of the least square 
trends for the whole period 1953-1967. It will be seen 


40 


By eliminating countries with the biggest divergences of 
actual from calculated growth of non-manufacturing (Belgium, 
Italy, Sweden and United Kingdom) the standard error of 


estimate is reduced to 0.31, but the correlation coefficient is 
reduced to 0.66. 


“1 Only the United Kingdom, Japan and the United States show 
a difference of more than 0.03 in the elasticities. 


12 It is known that short period fluctuations in manufacturing 
are generally much more marked than in non-manufacturing. 


that there are hardly any differences. Moreover, the 
fit of the separate national elasticity curves over time 
is good for most countries. This confirms the stability 
of the relationship between manufacturing and non- 


manufacturing growth trends during the period. The. 


values of the parameters do, however, differ between 
countries. Thus the time-series equations for Sweden: 


3.4031 
elasticity = —0.01 + suggest 


mfg growth 


that the elasticity is wholly dependent on the manu- 
facturing growth rate; whereas that for Norway: 


0.3 
elasticity = 0.73 + indicates 


mfg growth 


an almost constant elasticity whatever the rate of manu- 
facturing growth. 


For three countries, the correlation in these national 
equations is non-significant. In Denmark and the United 
Kingdom, the high a and low b parameters suggest 
that the elasticities form a straight line, independently 
of the manufacturing growth rate; in France, the low 
a and high b parameters, together with the lack of 
correlation over time, suggest a very unstable relation- 
ship between manufacturing and non-manufacturing 
growth. 


Growth of GDP and of non-manufacturing sectors in 
relation to GDP per head 


We can now relate growth of GDP in 1953-1967, 
and the growth of non-manufacturing, directly to the 
level of GDP head in 1953-1955 by a cross-country 
regression. 


For GDP growth, the best estimate obtained is: 


1723.7705 

GDP growth rate = 2.85 + — (3.12) 
GDP per head 
[бе —=0) 
(GDP measured in $US at official exchange rates) 
For non-manufacturing growth, we get: 
1354.9656 

Non-mfg growth rate = 2.75 + (3.13) 


GDP per head 
(2091 о =" 0556) 


(GDP measured in $US at official exchange rates) 


The results of both equations are shown in table 3.8. 
Both are derived from data for the industrial west 
European countries, excluding the United Kingdom and 
Ireland for which the values (as for manufacturing 
growth) are too far removed from the regression line 
for the rest. The equation for the other countries has, 
however, been applied to the United Kingdom and 
Treland in the table, but for Ireland, in particular, it 
15 clear that the international equations are inappro- 
priate. 


National differences between the actual growth rates 
of GDP, and the international pattern relating GDP 


Industrial western Europe 


TABLE 3.7 


Elasticity of growth of non-manufacturing sectors on manufacturing growth 1953-1967 


(Computed on 5-year moving averages for each country with formula: 


elasticity = a + 


b 


manufacturing growth) 


LLL 


Value of coefficients 


For 
comparison ; 
Estimated Observed 
elasticity at elasticity at 
trend growth trend growth 


Country a b r с аи ый 

Austria BO EO eee 0.38 2.4192 0.84 0.07 0.78 0.78 
Belgium Weert ache. cence 0.45 0.7343 02 0.07 0.59 0.59 
Denmark на ae 0.67 0.1815 0.17 0.06 0.70 0.71 
bin lan ооо ааа 0.39 2.0783 0.71 0.10 0.74 0.73 
BTANCE Pre actioee oe: Pha PO 0.40 2.4432 0.37 0.09 0.81 0.84 
Western Germany ........ 0.47 1.6175 0.92 0.03 0.73 0.71 
ireland! sera a as berate ene 0.58 —1.3319 0.85 0.09 0.32 0.34 
ау chee ntsc croton terete ase 0.25 2.4580 0.75 0.05 0.56 0.55 
ИЕ зоооочонасиьае 0.41 1.8953 0.53 0.12 0.73 0.72 
INGE WAY еее. 0.73 0.2969 0.49 0.05 0.79 0.79 
SWEGEDS ct sictecc.csre <u Seve ane —0.01 3.4031 0.98 0.05 0.55 0.55 
United Kingdom) .....-... 017 0.0790 0.06 0.09 0.79 (И) 
Ganadal ео 0.46 1.8845 0.71 0.19 0.84 0.84 
Е с о Е 0.26 4.7213 0.76 0.06 0.59 0.58 
О Е бор oc sci eer 0.30 2.3739 1.00 * 0.05 0.93 0.94 
Compare with following “ internatio- 

nal” coefficients : 
(3.11) All countries above excluding 

ВиО, осо crins 0.37 2.0019 0.73 0.09 
АП countries excluding United 

Kingdom, Ireland, Japan ....... 0.27 2.5635 0.73 0.09 
Excluding Belgium, Sweden, United 

Kingdom, Ireland, Japan ....... 0.31 2.5104 0.89 0.05 


i 0—8 ——дддд—д—д—ддд—_дддд_д_ддд 


* Estimated value 0.998. а From table 3.6 column 5. 


growth rates to the level of income per head, may be 
accounted for by one or more of the following factors: 


A divergence in manufacturing growth rates from the 
international райегп ;43 


A divergence in the elasticity of non-manufacturing to 
manufacturing growth from the international pattern 
of elasticities discussed above; 


A divergence in the relative proportion or weight of 
manufacturing in the economy. 


The relative importance of these three factors as 
influences on the growth of GDP is shown in table 3.9. 
The table runs as follows, taking Austria as an example. 
Austria’s GDP growth rate in 1953-1967 was 5.1 per 
cent a year (column 1). On the international pattern 
relating growth rates of GDP to income per head 
(equation 3.12), the growth rate should have been 
5.7. On the other hand, the international pattern of 
GDP growth to manufacturing growth (equation 3.8), 
when applied to Austria’s actual manufacturing growth 


43 See page 58 ff. 


of 6.0, gives only 4.7 (column 3). Therefore the “ defic- 
iency ” in the manufacturing growth rate would account 
for a “ deficiency ” in GDP growth rate of 1.0 (column 4) 
if Austria followed the international pattern with respect 
to elasticities and weights. However the observed 
“ deficiency ” in the GDP growth rate was only 0.6 
(column 4). Therefore “excess” growth in the non- 
manufacturing sectors partly compensated, to the 
extent of 0.4 (column 6), for the deficiency in manu- 
facturing growth. Of this compensation, 0.1 (column 7) 
was due to the weight of non-manufacturing in the 
economy. But the main reason (0.3) was the relatively 
high elasticity of non-manufacturing growth to manu- 
facturing (column 8). 


Generally speaking, it is found that the weight factor 
plays a minor role,44 and that the main factor responsible 
for divergences in non-manufacturing growth rates is 
the divergences in the elasticities against manufactur- 


44 Except in Japan, and to a less extent in Italy. But the results 
for these two countries at the extreme end of the income scale 
are necessarily uncertain, since the calculated value of growth 
depends very much on the particular form of equation adopted. 
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TABLE 3.8 


Direct estimates of GDP-growth and of growth in non-manufacturing sectors 1953-1967 
(Annual percentage changes in output volume) 


ee — 


GDP growth rates 


Growth in non-manufacturing sectors 


В i d 
Е Estimated mye a Estimated 
function asa function as a 
и GDP. Е GDP) 
Country Observed и Residual 8 soe с Residual © Observed growth 4 Residual © head ® Residual © 
Аа еее Бо! 4.7 +0.4 бой 0.6 4.7 4.2 0.5 5.0 —0.3 
BON Boooonaceo deus Зо 4.3 —0.5 4.5 —0.8 Bal 3.9 —0.8 4.1 —0.9 
Denmark... cme 4.4 4.5 —0.1 4.4 —0.0 Во 4.0 —0.1 4.0 —0.1 
ао sorts але 4.8 4.7 +0.1 4.7 +0.0 4.4 4:2 +0.2 4.2 +0.1 
France о eee ne 4.9 4.4 +0.5 4.5 +0.4 4.6 4.0 +0.7 4.0 +0.6 
Western Germany ..... 525) Se +0.3 4.7 +0.9 4.8 4.6 +0.2 4.2 +0.6 
Nreland ооо соо ооо tos 255) (4.2) (—1.7) - (6.0) (—3.5) НЫЙ) (3.8) (—2.1) (5.2) (—3.5) 
О о ао оо 5.8 5.9 —0.6 6.0 —0.7 4.3 Sil —0.8 See, —0.9 
ОЧЕН сооообовоок 4.8 4.7 0.1 4.9 —0.1 4.3 4.2 +0.1 4.4 —0.1 
Могу еее 4.1 4.0 +0.1 4.4 —0.3 3.8 ЗИ +0.2 4.0 —0.2 
ое Цели ло: 4.2 Я] —0.5 4.1 0.1 И 4.2 —0.9 Saul —0.3 
United Kingdom ...... 7258 Srl —0.3 (4.3) (—1.5) aS 2.9 —0.4 (3.9) (—1.4) 
Canada werd crunaepncamec: 4.4 4.1 +0.3 3.9 +0.5 4.2 3.8 +0.5 3.6 +0.6 
JAPAN’ пои coo eee 9.8 О.Т +0.1 9.4 +0.4 8.3 Sell +0.2 7.9 +0.4 
Winite 5153 ообовоеоб 3.6 3.4 +0.2 305 +0.1 3.6 Se +0.4 Bes +0.3 
а Equation (3.8). Growth GDP = 1.12 + 0.6002 manufacturing (г = 0.97, в = 0.38). 
> Observed — estimated value. 
1723.7705 
с Equation (3.12). GDP growth = 2.85 + (г = 0.95, в = 0.52). 
GDP/head (1953-1955) 
4 Equation (3.10). Non-manufacturing growth = 1.40 + 0.4693 manufacturing growth (г = 0.93, а = 0.52). 


1354.9656 


ric 091, 6 = 9:56). 


е Equation (3.13). Non-manufacturing growth = 2.75 + 


ing from the international pattern. In most industrial 
countries, GDP growth is so closely related to manu- 
facturing growth that divergences in the two growth 
rates from the international pattern based on the level 
of GDP per head are in the same direction. Yet some 
differences emerge in individual countries, indicating 
special factors at work in the non-manufacturing sectors. 


It may be recalled that the countries whose manu- 
facturing growth in relation to GDP per head has been 
exceptionally fast (marked positive residuals in equation 
3.4) are western Germany and Sweden. In western 
Germany the “excess” growth in manufacturing is 
somewhat reinforced by excess growth in non-manu- 
facturing sectors and therefore in GDP. In Sweden, 
by contrast, non-manufacturing growth has been slow 
in relation to the international pattern—sufficiently 
slow to compensate fully for the fast growth of manu- 
facturing. Thus Sweden shows no divergence from the 
international pattern relating GDP growth to GDP 
per head. The main reason in Sweden appears to lie 
partly in the lack of expansion of agricultural output 
and partly in the slow recorded growth of output in 
the public services.45 


35 It is suggested below (where the divergences from the 
international pattern are examined in more detail) that Swedish 
statisticians may be exceptionally conservative in their methods 
of measuring the “real output” of public services. 


( 
GDP/head (1953-1955) 


The countries with exceptionally s/ow growth rates 
in manufacturing are Austria, Norway, the United 
Kingdom and Ireland. In all four, the effects on GDP 
growth have been significantly moderated, but not 
offset, by developments in the non-manufacturing 
sectors. In Norway, indeed, the divergence of GDP 
growth from the international pattern is reduced to 
only a marginal figure (residual of —0.3 per cent a year). 
In Austria, the rather slow growth of manufacturing 
is generally attributed to the concentration of resources 
on the development of basic industries in the 1950s. 
GDP growth was supported by relatively fast growth 
in trade and miscellaneous services, partly connected 
with the development of tourism. In Norway the main 
reason is the exceptionally fast growth of transport, 
mainly explained by the growth of shipping with its 
relatively weak link with domestic industrial expansion. 
In the United Kingdom and Ireland several -sectors 
show slow growth rates in relation to GDP per head, 
but to a less extent than in manufacturing. 


At the same time, it is worth noting that in Belgium 
and in Italy rather low growth rates in non-manufactur- 
ing have been the main factors behind significantly 
low growth rates of GDP as a whole in relation to 
income levels. In Belgium, relatively low growth rates 
appear in several sectors; in Italy the main reason 
is the slow recorded growth of the trade sector. 
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TABLE 3.9 
Analysis of deviations between observed and estimated GDP-growth 


(Columns 1-8: annual percentage changes in output volume 1953-1967 ) 


eee ee 


GDP - growth nates Difference between growth rates of GDP 
Cochran Ng) К Revel doers a 
ai manufac of which due to weights and elasticity рая и 

ee Observed GDP у facturing growth Total 4 te Sei. besos sie 
у т р de pends growth С (3-2) Total (2-1) (3-1) Weights Elasticity sole е 1954 
sae еее Эй Sa 4.7 —1.0 —0.6 +0.4 +0.1 +0.5 —1.6 38) 
т. т и 3.7 4.5 4.3 | —0.2 —0.8 —0.5 +0.0 —0.6 —0.4 Ро 
а и: oe 4.4 4.4 4.5 +0.0 | —0.0 —0.1 +0.0 —0.1 +0.1 Bil 
ПАС же a, Se Aa 4.8 4.7 4.7 —0.0 +0.0 +0.1 —0.1 +0.2 —0.0 23.8 

LAN CCues покое Makers 4.9 4.5 4.4 —0.0 +0.4 
ioe ‘ Е : ; ; (5 +0.0 +0.4 —0.0 28 
ea German yee Se 5 47 5-22 0.5 +0.9 +0.3 +0.1 +0.1 +0.9 34.2 
elena рулона Wat a р Я Се о со meee 
О и 9:3 6.0 5.9 —0.1 —0.7 —0.6 —0 —0.1 —0.1 23.0 
Netherlands eee 4.8 4.9 4.7 —0.2 —0.1 +0.1 +0.0 +0.0 —0.3 27.9 
ога ие. и. 4.1 4.4 4.0 —0.4 —0.3 +0.1 +0.0 —0.0 —0.6 25.0 
Sweden bitten eee ees 4.2 4.1 4.7 +0.7 +0.2 —0.5 +0.0 —0.7 +1.2 29.0 
United Kingdom? ........ 28 me (4.3) ® NOD Е | 1.5) 2073 0.2 —0.6 И ees 
Сапача ея ера С 4.4 3.9 4.1 +0.2 +0.5 +0.3 +0.0 --0-3 +0.4 25.4 
Japan Bhp rote Pret nes ORE 9.8 9.4 9.7 +0.3 +0.4 +0.1 —1.1 +2.0 +0.5 19.6 
ОЕ ИЕ "aha was osene 306 8.5 3.4 —0.1 0.1 +0.2 +0.1 —0.0 —0.2 27.8 


Note. — The residuals are calculated from estimates ‘with a greater number of decimals, which explains why parts sometimes do not add up to the total. However 
Deere oe 6 and the sum of columns 7 and 8 there is a small unexplained residual, which includes the effect of basing the weights effect on weights at the beginning 
о е period. 


@ Least-squares trend growth rates. 


| 1723.7705 
5 Equation (3.12). GDP-growth = 2.85 + —————- (г = 0.95, в = 0.52). 
СОР/Веаа (1953-1955) 
с Equation (3.8). GDP-growth = 1.12 + 0.6002 manufacturing growth (г = 0.97, в = 0.38). 
а Equals column 5—column 4. 
к к i 2888.3074 
€ From equation (3.4). Manufacturing growth = 2.82 + ——~- к: (р = 0.96, © = 0.74). 


GDP/head (1953-1955) 


As a percentage of total output (1963 factor cost) (1954 taken to represent average 1953/1955). 
9 Values within brackets indicate that the country is not included in the estimate of the equation. 


The “elasticity” of non-manufacturing growth, on standard equations for manufacturing growth and for 
which emphasis has been placed, is of course a GDP-growth.46 These differences indicate the varying 
portmanteau expression covering a variety of factors. degrees to which GDP-growth suffers from a “ deficient ” 
The quite reasonable fit of the equation for most countries manufacturing growth rate or, alternatively, to what 
justifies the description of it as an “ elasticity "—implying extent their GDP-growth gains from an “ excess ” 
that manufacturing growth is the main determinant manufacturing growth. 
of the growth of the non-manufacturing sectors. How- 
ever it is clear that divergences from the international 
pattern do not represent only differences in strictly 
multiplier effects such as the dynamics of changing 
expenditure patterns or of foreign trade patterns. They 
may also indicate special factors influencing the growth 
of a particular sector, e.g. agricultural policy, in which 
case the term “elasticity” may well be inappropriate. 
Some of the specific reasons for differing elasticities 
are provided in the following sections, which consider 
individual sectors. 


Meanwhile it may be convenient to sum up the effects  _ 
of all the factors involved in the elasticities. These van 46 Equation 3.4 for manufacturing growth and equation 3.5 
be shown by the difference between the residuals in the — for GDP-growth. 


Too much significance cannot be attributed to the 
table but the marked difference between the extremes 
should be noted. For Sweden, at one extreme, a manu- 
facturing growth rate about | percentage point higher 
than that given by the international pattern would be 
needed to yield GDP-growth in accordance with the 
international pattern. For Austria at the other extreme, 
a manufacturing growth rate about | percentage point 
lower than that given by the international pattern would 
still allow GDP-growth in accordance with the inter- 
national GDP-growth pattern. 


84 
Residual in standard 
equation 
Difference 
for mfg for GDP between 
growth growth residuals 
Countries with elasticities 
unfavourable to GDP-growth 
Sweden scam ен +1.2 +0.1 —1.1 
а. —0.1 —0.7 —0.6 
И оо оо cents —0.4 —0.8 —0.4 
Countries with approximately 
same residual in both equa- 
tions 
Wenmark о. 0.1 0.0 —0.1 
Japan ера. 0.5 0.4 —0.1 
Tervau have le о. 0.0 0.0 0 
Western Germany ....... 0.9 0.9 0 
ааа sce gey es 0.4 0.5 +0.1 
ее ар ее —0.3 —0.1 0.2 
Countries with  elacticities 
favouring GDP-growth 
INOE WAY? о —0.6 —0.3 +0.3 
ОКЕ! СВ оосовоювова —0.2 0.1 +0.3 
TAN CO о и 0.0 0.4 +0.4 
United Kingdom ........ (—2.1) (—1.5) (+0.6) 
Е оо оно —1.6 —0.6 +1.0 


Productivity and employment in non-manufacturing as 
a whole 


Section 3.3 (ii) discussed the development of produc- 
tivity and employment in manufacturing compared 
with output growth. The results were used for an analysis 
of national differences in output growth, compared 
with the international pattern. The same kind of calcul- 
ations has been made for the non-manufacturing 
sectors as a whole and for total GDP. 


Table 3.10 gives the results of certain equations 
correlating employment and productivity growth with 
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output growth.4? These must be interpreted with cau- 
tion (if there were no employment growth and the whole 
output growth was due to productivity increases, we 
would be correlating output growth with itself). Some 


of the results however seem to be of genuine interest. . 


Chart 3.4 illustrates table 3.10. 


The correlation coefficient for productivity on output 
growth is always very high. There is a marked difference, 
however, between the expression for the manufacturing 
sector and that for the non-manufacturing sectors: 
for manufacturing the constant is positive and around 
+1 per cent; for non-manufacturing it is negative 
and varying between —0.1 and —0.4 per cent, depending 
whether total non-manufacturing, non-manufacturing 
less agriculture, or total GDP is considered. For total 
non-manufacturing, the slope of the curve is much 
steeper than the manufacturing curve: the former 
starts at a lower position but from output growth 
rates of about 4 per cent the productivity increase in 
non-manufacturing is bigger than in manufacturing. 
This, however, seems to be a reflexion of the development 
in agriculture (where the relationships between produc- 
tivity, employment and output have special features); 
if agriculture is excluded, the productivity curve for 
non-manufacturing runs parallel with the curve for 
manufacturing and about one point below it. The pro- 
ductivity curve for total GDP however retains the 
properties of the curve for total non-manufacturing: 
it cuts the curve for manufacturing at about 4 per 
cent growth rate in output. 


47 It seems fair in this context to limit the discussion to the 
estimates for industrial countries excluding Canada (for manufac- 
turing also excluding Denmark). The estimates for other coun- 
tries are not greatly affected if Canada is included but its exclusion 
significantly improves the fit of the curves. Table 3.10 gives 
the estimates of the equations both with full and limited country 
coverage. 


TABLE 3.10 


Employment and productivity growth in manufacturing, non-manufacturing and total economy 
as a function of output growth: industrial western countries 1953-1967 


(y =a + bx) 


All countries Limited country coverage % 


a b r б а b r a 

A. Productivity (y) against output (x) 

ара 0. 67 -0. 64 0.95 0.57 1.01 +0.61 0.99 0.32 

2. опар аа р —0. 60 +0.97 0.89 0.66 —0.44 +0.97 0.95 0.44 

3. Non-agricultural/non-manufacturing ............ —0.29 +0.62 0.87 0.60 —0.12 +0.61 0.95 0.36 

AWA GID PoE cataract STAR oe OTE ae eee —0.33 +0.87 0.93 0.58 —0.13 4-0.85 0.97 0.38 
B. Employment (y) against output (x) 

il, И 50 Soeegcokmos donebuoonaneosoobbas —0.52 +0.33 0.85 0.56 —0.85 +0.35 0.96 0.31 

7, INCOMES on aagenoonbovdbadbasecdaduc +0.67 +0.02 0.05 0.63 +0.51 +0.03 0.10 0.39 

3. Non-agricultural/non-manufacturing ............ +0.2 +0.37 0.74 0.58 +0.10 +0.38 0.89 0.34 

AAG) Peace ae nner ata tne EE +0.38 +0.11 0.31 0.56 +0.17 +0.13 0:52 0.37 


4 Denmark and Canada omitted from equations for manufacturing; Canada omitted from non-manufacturing and GDP equations 
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ИН СнАвт 3.4 
Productivity and employment estimated as a function of output 


(Annual growth rates) 
Productivity 19 


growth 


9 .. non-manufacturing 


total GDP 


manufacturing 


non manuf/non 
agriculture 


eee | Nee | eee ee | ees | 
‘ | 2 3 4 5 6 7 8 9 10 Output growth 


Manufact. productivity = 1,01 + 0,61 output growth(r = 0.99, @ = 0,32) 

Non- manuf, /non-agric, productivity = - 0.29 + 0,62 output growth (г = 0.87, G = 0.60) 
Non-manuf, productivity = - 0.60 + 0,97 output growth(r = 0.90, @ = 0.66) 

Total economy productivity =- 0.33 + 0.87 output growth(r = 0.93, < = 0,58) 


Employment 5 


growth 
non manuf/non 
3 agriculture 
3 
manufacturing 
2 
total GDP 


eeseoee 
PSPS 
—— 
— 


м. 2 3 4 5 6 W 8 9 [О Output growth 


Manufact. ; employment = - 0.85 + 0.32 output growth (т = 0596. (=) = Ona) 
Non-manuf, /non-agric, empl. = 0.27 + 0.37 output growth(r = 0.74, < = 0,58) 
Non-manuf. employment = 0.67 + 0.02 output growth (т = 0,05, © = 0.63) 


Total economy employment = 0.38 + 0.11 output growth(r= 0.31, < = 0,56) 


Моте.— Derived from cross-country equations (industrial west). The UK included and Canada excluded from the estimates. For 


manufacturing also Denmark excluded. 


Fy 
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These properties of the productivity output curves 
are of course fully reflected in the corresponding curves 
for employment growth against output growth. Chart 3.4 
shows that, whereas the employment growth in total 
non-manufacturing is close to 0.5 per cent a year at 
any output growth rate, there is a steep increase when 
agriculture is excluded. Bearing in mind the risks of 
this procedure, it would be safer to attribute signifi- 
cance to the cases only where there is a high correlation 
coefficient for both productivity and employment.*® 
This is the case in manufacturing, and in non-manufactur- 
ing less agriculture, but not when agriculture is included, 
or when total GDP is considered. 


The main conclusion is then that there is (as for 
manufacturing) a strong correlation between growth 
rates in employment, productivity and output in the 
non-manufacturing sectors excluding agriculture. Broadly 
speaking, the regression coefficient is such that for 
each percentage point of output growth productivity 
increases by somewhat more than half a point, and 
employment by somewhat less than half a point—about 
the same as in the manufacturing sector. But the effect 
of the equations as a whole, when the constants are 
introduced, is that productivity growth for a given 
increase in non-manufacturing output is considerably 
less, and employment growth considerably greater, 


48 This means of course no absolute certainty: however it 
diminishes the risk that the correlation between productivity 
and output is good only because the employment growth is $0 


than for the same increase in manufacturing output. 
The comparatively good results of these correlations 


for manufacturing and for non-manufacturing excluding 


agriculture, and the uncertain result for total GDP, 
stress the importance of productivity and employment 
development in agriculture as a key factor in over-all 
development. 


(ii) Output and employment trends in individual non- 


manufacturing sectors (other than agriculture and о 


public services) 


In this part of the study, we briefly examine relative 
output trends in the following non-manufacturing 
sectors: (a) mining, (6) electricity, gas and water (for 
brevity, described as “ public utilities”), (с) construc- 
tion, (4) transport and communications, (e) distribution 
(or trade), and (f) miscellaneous services. This leaves 
two important sectors for separate examination: agri- 
culture, forestry and fishing (see pp. 97-111) and public 
services (see pp. 111-117). These sectors are treated 
separately because—although as will be seen, not unres- 
ponsive to general trends and levels in the economy— 
they may be regarded, to a greater extent than other 
non-manufacturing sectors, as reflecting exogenous 
elements in the process of structural change. 


In each of the non-manufacturing sectors examined 
here, the method of approach is similar, so far as seems 
appropriate, to that already used in the analysis of 
trends in non-manufacturing as a whole. For each 


Savill. sector, we can ask whether a systematic pattern can be 
TABLE 3.11 
Employment and productivity as a function of output growth, 1953-1967 
(Annual percentage growth rates) 
Productivity against output Employment against output 
Estimated values Residuals @ Estimated values | $ Residuals @ 
Non- - Non- . 
тапи- тапи- 
Non- facturing 8 Non-manu- Non- facturing f Non-manu- 
pies non- м facturing manu- non- | facturing 
‘actur- agri- Non-manu- — non-agri- ‘actur- i Total Гоп- и-  поп-авт- 
Country ing © cultural GDP © facturing cultural GDP fei’ oe a cane а и: и: 
АОИ pane boo each poe 3.9 3.0 4.1 0.6 0.0 0.6 0.8 2.3 09 —0.6 —0.1 —0.: 
AAI Aduagoes vue оао 2.4 1.8 29 0.2 0.5 02 07 1.5 0.8 —0.3 —0.5 0.1 
И ее 0.1 00 0.3 08 20 09 =o о 0.7 
а 36 30 38 о ое. 2 0.8 2.2 0,9 0.2 0.6 0.2 
PAA COA и aget areata aya ours 3.9 2.8 Bee) 0.6 0.6 0.7 0.8 Ро 0.9 0-1 —0.5 —0.4 
о 0.0 02 0.2 ОБ 2 10 20) bu о - 
tally; о бое роб aes ase 3.6 2.8 4.3 0.8 —0.0 0.6 (0.8) pie 1.0 —0.9 0.0 ol 
Netherlands .......... ба aSee 05 0.0. =0.3 0.8 2.0 09 О 0.2 
О ее atten Bill, wae? Onna 2 0.5 0.6 0.5 оо: =0:5 05 0 
Sweden ........ ое. № Oe О 0.2 мов —0.2 0.2 0.7 
United Kingdom ...... 1.9 1.3 2 0.1 0.4 0.1 ORF i 92 0.7 Any од 0.1 
ОЕ лос пе в) 2.6 Bh 5) —1.7 —1.6 —1.5 0.8 20 0.9 126 1.6 1.4 
а: Tiss C58, eo от 0.2 0,1 OS 38 15 =0,0 02 о. 
United States на, a (oe 0.6 =o. "208 97 16 76,8 05 Of 0 
НН а ес. 
4 Productivity growth 0.60 + 0.97 output growth (г = 0.90, с = 0.66) J Employment growth = 0.27 + 0.37 РГО 7 
> Productivity growth 0.29 + 0.62 output growth (г = 0.87, в = 0.60) 9 Em Ne , р г | to OUUDUES Bro WEB (t= 90-7455 — 70:58) 
с Productivity growth 0.33 + 0.87 output growth (г = 0.93, в = 0.58) о дир 
о ие values. Note that the corresponding equations for the manufacturing sectors were 


€ Employment growth = 0.67 + 0.02 output growth (г = 0.05, в = 0.63) 


given in table 3.2. See also table 3.10 
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found relating the growth of output, employment and 
productivity to the growth of manufacturing output 
and to levels of income per head, and also between 
the share of the sector in the economy and the level 
of income per head. For two of the sectors, mining and 
miscellaneous services, по useful correlations could 
be found. For the other four sectors—public utilities, 
construction, transport and communications, and trade— 
certain uniform international patterns emerge. 


It must be recognised that the precise coverage of 
sectoral output (and employment) statistics may well 
differ from country to country. For example, it is im- 
possible to be certain that all transport undertaken 
directly by manufacturing firms is included in the trans- 
port sector’s output rather than in that of manufactur- 
ing; more serious, the proportion included may vary 
over time. For this and other reasons, a somewhat 
pragmatic approach has been necessary in formulating 
inter-sectoral relationships in terms of standard equations. 
In principle, the equations cover all west and south 
European countries and also the United States and 
Canada; Switzerland, Turkey and Japan had to be 
omitted for lack of sectoral output data. It was found, 
in many equations, that a few national divergences 
from the standard pattern were very substantial, and 
where the fit could be improved by omitting one, two 
or even three of the remaining 18 countries from the 
equation this has been done (the omissions being noted 
in the specifications of the equations, in the tables). 
With these reservations, the equations do appear to 
provide a certain underlying common pattern of change. 


Output elasticities 


The estimated cross-country pattern of sectoral 
output elasticities against manufacturing growth is 
shown schematically in the first part of table 3.12; the 
related output elasticities against the initial (1953-1955) 
levels of GDP per head are shown in the second part. 
The actual observations for the first of these relation- 
ships are shown in chart 3.5. 

Of the four sectors shown in table 3.12, only public 
utilities show an output elasticity against manufacturing 
growth exceeding one. In all the other three—con- 
struction, transport and trade—output tends to grow 
more slowly than manufacturing output. In the fully 
industrial west European economies, where manufactur- 
ing growth rates have been typically 5-7 per cent, con- 
struction and transport have typically grown about 80 per 
cent as fast, and the trade sector slightly faster—about 
85-90 per cent as fast as manufacturing. 

Secondly, as manufacturing growth rates diminish 
(or as income per head rises) a clear tendency emerges 
for the elasticities in all four sectors to increase quite 
rapidiy for public utilities and more slowly for trade, 
construction and transport. At slow manufacturing 


growth rates—corresponding to the highest levels of 


income per head—public utilities output appears to 
grow around half as fast again as manufacturing output 
(elasticity in the region of 13), and output in trade 
nearly as fast as manufacturing output (elasticity close 


to 1). 


Employment and productivity: for each sector, cross- 
country correlations have been calculated between 
the growth rates of output, employment and produc- 
tivity, Fairly satisfactory results emerge for construc- 
tion, transport and trade, but not for public utilities 
(nor for miscellaneous services). In the first three sec- 
tors, productivity gains are positively associated with 
output growth. It was shown above—when similar results 
were displayed for the non-manufacturing sectors 
(excluding agriculture) as a whole—that for a given 
unit of output growth the productivity gain is less, and 
the employment increase greater, in non-manufactur- 
ing than in manufacturing. This finding, that output 
growth depends much more on employment increases 
than in manufacturing industry, applies to each of the 
non-manufacturing sectors reviewed here. The relevant 
cross-country equations, and the comparison of actual 
national growth rates with those calculated from these 
equations, are given where relevant in tables 3.13 to 
3.18 for each of the various sectors examined.%9 The 
results are discussed, sector by sector, below. 


Output and employment shares: experiments were 
also made to find an international pattern of correlations 
between the shares of each sector in total GDP and total 
employment, on the one nand, and the level of income 
per head on the other. No useful correlations have 
been found for the individual sectors (except for the 
trade sector). It will, however, be seen later (p. 121 of 
this chapter) that significant cross-country relation- 
ships hold, on a more aggregative level, between income 
per head and the shares in the economy (both for output 
and employment) of agriculture, manufacturing and the 
remaining sectors taken as a whole. The significance of 
the implied differences in output per head, between 
sectors, will also be examined there. 


The set of underlying common patterns described 
above provides some rough standards of comparison 
for examining the sectoral growth patterns of individual 
countries, sector by sector. It must be recognized that 
the aim is simply to identify special features of the 
growth pattern in particular countries; it is not always 
possible to suggest the real reasons for such divergences. 


(ii) (a) Mining and quarrying (see table 3.13) 


The development and size of the mining sector 
cannot usefully be analysed in the schematic 
ways suggested above. The situation in each country 
depends too much on the kind of mining (as between 
metals, coal and gas). Its growth is related to manu- 
facturing growth only in a very general way. 

Mining’s share of total output and employment—where 
it exists on a significant scale—rises above about 2} per 


19 Tn these comparisons, national deviations from the calculated 


values are shown for output, employment and productivity. 
The best-fitting forms of regression of employment against 
output sometimes differ from those for productivity against 
output, and precise consistency between the calculated values 
of the three variables has never been achieved. For those reasons, 
the “calculated” values for employment changes have been 
derived, in tables 3.15 to 3.17, by dividing calculated productivity 
into output changes. 
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Construction 


CHART 3.5 
Output growth in selected sectors compared with output growth in manufacturing, 1953-1967 
(Least-square trend growth rates (annual percentage change) Double-logarithmic scale) 


y = 0.444 0.1363х 
r=0.78 9 =1.31 


у =0.74+0.6880х 


г=0.88 9=0.97 


3G @ у =0.65 + 0. 7754х 
я г=0.93 о=0.67 
й 
и 
ea 
Die | | | | | 
2 3 é 6 8 10 


x 
12 


Manufacturing 


Electricity, gas, water 


y = 2.69+0.8479x 
г=0.94 9=0.70 


sy ce fa a | 
3 9 12 15 
y Manufacturing 
10 — 
Miscellaneous services р 
8- oe 
Vie 
rs Е 
га 
6-- Ра 
Ae 
pi late 
ere 
pee 2 у z 
fo 
= 7 ы 5 Р 
j 3 ь 
в Г N NL 
OK о 
yi = 
4 
fe 
2 | | | x 
2 4 6 8 10 
: Manufacturing 
——— diagonal, showing equal growth rates. 
[$] Countries excluded from the equations. 


Countries designated by car licence plates 
except western Germany (W.G.) 
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cent-or total output only in Yugoslavia and Canada 
(4 per cent in both countries). Its share of total employ- 
ment is generally rather less—suggesting a relatively 


high level of pay or profits (Belgium, Italy, Portugal, In general (and particularly in man ing i 

Spain and the United Kingdom are, however, exceptions). we have ind Hat fast ie remit gnc 
Where coal mining is the main component, output has be associated with fast output growth, and the reverse. 
been falling over 1953-1967 (Austria, Belgium and the But significant exceptions occur, where either a change 
United Kingdom) or rising only marginally (western in the product mix, or a deliberate policy of reorgani- 
Germany, Spain and United States). But where ore- zation, has resulted in substantial gains in productivity 
mining, or natural gas, are important, there has been when output has been depressed. Thus mining provides 
a marked upward trend (Finland, Greece). Meanwhile, examples of quite marked increases in productivity, 


employment has been falling in all the countries con- 
sidered except Yugoslavia. 


TABLE 3.12 


Calculated elasticities of sectoral output growth against manufacturing output 1953-1967 
ee ee 


1. Elasticities against manufacturing Correspond- 2. Elasticities against GDP/head 
Rate of Е - СОР ing тапи- = 
growth of Public per head® _ facturing Public 
manufacturing utilities Construction Transport Trade У growth rate utilities Construction Transport Trade 
ОР ance 1.12 0.78 0.76 0.84 200 12.2 1.00 0.70 0.73 075 
ера НЫ 0.78 0.77 0.85 300 9.4 1.07 0.72 0.74 0.78 
ИЕ ее 1.18 073 0.78 0.86 400 8.0 1.13 0.74 0.76 0.81 
Uf oe ene 123 0.80 0.79 0.87 600 6.6 1.21 0.77 0.78 0.85 
Gamercard hone 1.30 0.81 0.81 0.88 800 559 1.26 0.79 0.79 0.88 
АН 1.39 0.82 0.83 0.90 1000 5-5 1.30 0.80 0.80 0.90 
1250 Dil 1.34 0.82 0.81 0.92 
1500 4.9 1.37 0.83 0.82 0.93 
2000 4.6 1.40 0.84 0.82 0.94 
2500 4.5 1.42 0.84 0.83 0.95 
CS Ee eevee 2 0.85 0.87 0.95 3000 4.4 1.44 0.85 0.84 0.97 
Seer Ses e 1.74 0.88 0.93 0.99 
@ In 1953-1955, 1963 factor cost. 
Equations 
1. The cross-country sectoral elasticities against manufacturing Number of 
have been derived from equations relating sectoral output 2 2 4 Е 
growth to output growth in manufacturing (least square Transport ..... Те _ 1113.24 0.87 0.90 14 
trends 1953-1967). The parameters of the (linear) equations GDP/head 
are as follows: NER 1039.44 
й ы ‘ ee ОН ae mraec о в 
Public utilities..... 2.69 0.8479 0.94 0.695 15) те 
GOnstruction). 7... 0.44 0.7363 0.78 eo 13 * Countries excluded from the equations: 
Transport КН 0.74 0.6880 0.88 0.77 14 Public utilities: Japan, Turkey, Greece and Canada. 
о. 0.65 0.7754 0:93 0.67 14 Construction: Japan, Turkey, Greece, Portugal, Ireland, France and Norway. 
у Transport; Japan, Turkey, Greece, Portugal, Ireland and Norway. 
* Countries excluded from the equations: Trade: Japan, Turkey, Portugal, Spain, Ireland and Austria. 
Public utilities: Japan, Greece, Turkey, Canada and Western Germany. 
Construction: Japan, Greece, Portugal, Turkey, Ireland, France and Norway. 
Transport: Japan, Greece, Portugal, Turkey, Ireland and Norway. The estimated output growth of each sector, for each level 
Trade: Japan, Turkey, Portugal, Spain, Ireland and Austria. of СОР per head, has then been divided by the growth rate of 


manufacturing industry appropriate to the level of GDP per 
2. The cross-country sectoral elasticities against GDP/head head. This gives the estimated elasticities. The appropriate 
have been derived from equations relating sectoral output growth rate of manufacturing is given by the following equation: 
growth (least square trend in 1953-1967) against the initial 


(1953-1955) levels of GDP per head (at. 1963 factor cost, | | 1674.16 
official exchange rates). The parameters of the equations are Manufacturing growth rate = 3.81 - GDP/head 
as follows: | 
Number of == 0 с — 146 
i 4 4 eo Data for 18 countries (Turkey and Portugal omitted) 
1254.89 
iliti > .91 0.82 16 
eae cece GDP/head Equation 3.2, see page 59 of this chapter, expresses the same 
026.69 relationship for much the same group of countries, and gives 
Construction .. 3.37 + EEE Oe line 13 almost identical results. Equation (3.2) was not used here only 


GDP/head и because of its more complex form. 
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ТАВГЕ 3.13 
Mining 


ОЕ a eEsainTTEE EERE SEES 


Share in total 


economy — 1963 


Rates of growth, 1953-1967 


Output Employment Output Employment Output per head 
Country Per cent Per cent a year (least square trends) 

PNUSU A veaet поро ес 2.4 ea —1.08 —2.29 1.24 
Е ооо ов ооо BA) 2.8 —3.39 —6.15 92, Oh) 
Denmarke ayaa ceca: 0.1 ae —2.56 an 
А 0.6 0.3 6.05 —0.08 6.13 
о А ое ФА 1.6 0.9 2.43 —3.36 ieee: 
Western Germany ........... 27 2.1 1.00 —3.45 4.60 
Пе cian cco eee 133 0.8 7.94 —0.59 8.57 
ау с Reta ae ce eee 0.8 0.8 5135 —1.53 6.98 
ОН 9 ср оосъерсовосоок В.Э Ve 0.77 —2.98 3.86 
оао 0.9 0.6 3.98 —0.49 4.48 
О, оное оно в Ч аВеВ 8) 0.6 4.34 —1.20 5.61 
Wnitedekinedomipen een 21 al —1.54 —3.45 Ue ey 
(СЗ оно ов ean cee oars 1.0 Se 8.01 ee Е 
осо don meer ORS Ow —1.24 —0.71 —0.53 
О ae eee 1.4 ie} 1.68 4 —2.50“ 4:28“ 
о [АА еее serovar 38) Le 7:52 0.36 7.14 
Сада а т: 4.3 te 7:49 —2.31 10.02 
а Е навоооро о а ee ре 20) 1.78 —2.56 4.45 


@ 1954-1967. 


not only where output has been rising strongly (Fin- 
land, Yugoslavia, Canada) but also where output has 
been rising little or falling (as in western Germany, 
Netherlands, Spain, United States). To some extent 
(as in France) the reason may lie in the fast development 
of natural gas while coal-mining has been stagnant, 
but rationalization has also played a part (as in Belgium, 
and also in the United Kingdom in more recent years). 


(ii) (b) Public utilities (electricity, gas and water) 
(see table 3.14) 


Public utilities account for 2-3 per cent of output 
in most countries. The shares in total employment 
are still smaller nearly everywhere. But this is generally 
the most dynamic of all the sectors, with increases in 
output of between 6 and 10 per cent a year in most 
countries (higher still in Greece and Yugoslavia). These 
fast increases are largely the result of the fast develop- 
ment of electricity, which represents the major part 
of the sector. 


By comparison with the international pattern of 
output elasticities against manufacturing growth, France 
—as well as Greece and Yugoslavia—displays excep- 
tionally fast growth; so does Canada. On the other 
hand, Belgium, western Germany, the Netherlands and 
Spain have increased output relatively slowly. With 
only moderate increases in employment, too, produc- 
tivity growth rates—S per cent a year or more—have 
in most countries been substantially faster than in manu- 
facturing industry. Especially striking increases in produc- 
tivity have occurred in France, Ireland and Sweden; 
but relatively small increases (4-414 per cent a year) 
in Finland and the United Kingdom. 


Some explanations of the differences in output growth 
are suggested by examining the trends in electricity 
output and industrial consumption: 


Per cent a year 1953-1967 
(Least squares trends) 


Electricity (kwh) 


Output of 


public Industrial 

utilities Output consumption? 
А ec age ee erate Se. 7 6.0 
EAN Sesheaeangasac 6.0 6.3 5.3 
ела HRS 8.7 8.75 
ОО о ос а 8.0 8.0 8.1 
асе ее 8.8 Н.Э 6.9 
Western Germany ..... 6.2 О FURS 
пеар 7.6 8.9 У 
а ee tere neers 8.7 7.9 8.0 
Netherlands ........... 6.4 Е 8.0 
INOIWAYi aol aoe iss 7.4 Я.4 
А ооо ное м 6.6 5.9 
United Kingdom 5.4 А Sa 
GTEECEM ern ete 12.21 1338 14.9 
Ва 10.1 9.8 М 
ра ел 87 10.4 ТИ 
ке bn.n GeO clo aber ы т 225 
Мо 55 500a800 600 13.6 13.8 во 
Сара 9.4 


an 
— 
<. 
| 
со 
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Sources: Public utilities output: table 3.14. 


| Electricity: ECE, Annual Bulletin of Electric Energy Statistics for 
Europe, Geneva (various issues). 


@ Industry and construction. 
> Industry only. 
© 1954-1967. 
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TABLE 3.14 
Public utilities 
Sa re ON ee ee 
Share in total 
р т ее Rates of growth, 1953-1967 ian 
putas Output 6 10 mars 
Output ment Actual Residuals Ч Employment р fee НЕ 
Соитту Per cent Per cent a year (least square trends) 
oie Gevaert 2.8 0.8 8.19 0.42 1.81 .26 ОЗ 
pee brn ati. Sek eat 2.1 8 6.04 —1.12 0.88 Sh, ith 15 
ем с Е Ils a 7.82 0.41 BA в 1.40 
О ооо 820 0.9 8.05 0.31 3.88 4.01 1:35 
ао Е и. 1.8 0.6 8.80 1.45 0.93 7.80 1.60 
Western Germany 2.0 0.7 6.20 (—2.25) я Ae 0.91 
neat FE al с Pts) 1.0 7.58 0.59 0.62 6.91 1.50 
LEU, си eae 7 0.6 8.72 —0.71 2.23 6.36 1.10 
ее ана в Dee 0.9 6.37 —1.35 1.55 4.74 1.10 
Norway о ace eo: 2.8 0.9 Woah 0.52 0.66 6.60 ih saith 
Sweden vette eee eas 3 1.0 ToS) —0.66 0.41 6.71 1.18 
United Kingdom ..... She! 1.6 5. —0.06 0.91 4.42 1.66 
ОС og } 12.44 (2.97) be as 1.56 
Portugal Е Ze 0.5 10.10 0.42 3.42 6.45 1.23 
Spain В 3:2 0.7 8.69. —1.41 < 5 4.99 с (eye 
miucoslaviates.m acces - 2 0.4 13.62 1.01 Gf. tle! 6.05 1.16 
Canada Shee tas ea oe we 3.3 1:2 9.39 (2.44) 2.61 6. 61 1.87 
ие states) {epee DES) 0.9 6.07 OR 65 5.39 60 
. @ Residuals (actual less estimated values in respect of manufacturing) as resulting from equations shown in table 3.12. Figures 
in brackets relate to countries omitted from the equations. 
5 Ratio between trend growth rates in public utilities and in manufacturing output, 1953-1967. 
© 1954-1967. 
Equation: Output growth in public utilities against output growth in manufacturing: see table 3.12. 
The relatively fast growth rate of utilities in France (Denmark, Finland, France, Netherlands, Norway, 


disappears if electricity output alone is considered: so 
do the slow growth rates in western Germany, 
the Netherlands and Spain. It appears that other compo- 
nents—principally gas—are responsible for the diverg- 
ences of the output of the sector as a whole in these 
countries from the international pattern. But Ireland, 
Greece and Yugoslavia remain fast growers, particu- 
larly in industrial consumption of electricity (in Greece, 
this seems to be due in particular to the establishment 
of a new aluminium plant which accounts for about 
one-third of the total industrial consumption of elec- 
tricity). 


The increasing electrification of industry is marked 
particularly in some of the countries showing the most 
recent expansion of their manufacturing base: in Ireland, 
Greece and Turkey, industrial consumption of electri- 
city rose nearly twice as fast as the volume of manufac- 
turing output;59 the same applies to the United King- 
dom and the relationship was even more striking in the 
United States. In several other countries, the increase 
in industrial consumption of electricity was generally 
30-50 per cent faster than that in manufacturing output 


50 It should be noted however that “ industrial ” consumption 
ncludes more than manufacturing industry. 


Spain, Yugoslavia). But there remain some countries 
where industrial consumption of electricity rose little, 
if at all, faster than manufacturing output (Austria, 
Belgium, western Germany, Italy, Sweden).°! 


Fast growth of non-industrial consumption of elec- 
tricity—in households and the service sectors—also 
contributed to the growth of the public utilities sec- 
tor. As the table above shows, non-industrial consump- 
tion growth rates were particularly fast in Austria, 
Sweden and the United Kingdom. In the United King- 
dom this was associated with a particularly large share 
of households and of the trade and other services sectors, 
in the total electricity market (about a third of the market 
in the early 1950s compared with around 20 per cent in 
France and western Germany). 


(ii) (c) Construction (see table 3.15) 


Construction as a share of total output varies widely: 
it accounts for under 5 per cent of GDP in several of 
the less industrialized countries at the low end of the 
income scale (Ireland, Portugal, Spain, Turkey) but 


51 For growth rates of manufacturing output see table 3.1. 
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TABLE 3.15 
Construction 


р а ee 


Rates of growth, 1953-1967 


Share in total 


economy, 1963 Output Employment Output per head me 
Employ- р. 
Country Output hoe Actual Residuals % Actual Residuals @ Actual Residuals @ 
Per cent Per cent a year (least square trends) 

PAUSUCIA Mach RRA Re er cats esas 10.1 6.8 6.01 ПИ 1.83 0.61 4.10 0.52 1.00 
И ое рооо не demoed 6.4 7.6 3.43 —0.89 2.00 —0.41 1.41 —0.45 0.65 
Denmark) поете oe 8.0 8.3 5.62 1.08 PL. ol leas! 3.03 —0.29 1.01 
inland! Wonemerterin .tettonnerarer 9.4 10.1 3.92 —0.90 SP —0.65 1.96 —0.23 0.66 
таре а. 7.8 8.5 6. 74 (2.26) 2.76 (2.36) 3.87 —0.20 1523 
Westerns Сета. 7.8 8.0 2 —0.21 1.5 —0.94 3.82 0.76 EAH! 
[relandSaeevactee crete tae. с 6.6 1.02 (—3.15) 0.22 (—3.68) 0.79 0.53 0.20 
А о. US 10.6 4.96 —1.33 2.14 —1.17 2.76 —0.12 0.62 
Мерен а ooapeacvooocue 6.7 97 6.82 2202 2:57 (| Bee 4.14 0.02 diya es 
МОГУ пе Е Senos ets То Tao 1.95 (—2.04) 0395 —2.74 1259 0.71 0.40 
И cap cree conn о 10.3 9.4 4.34 —0.54 2.01 —0.35 2.28 —0.19 0.22 
оч Kingdom yee. ees (3,5) TAO 3.47 0.66 1:97 0.96 1:57 —0.32 1.07 
ее ее 6.6 : 10.75 (4.43) ale - Ах iss 
Portugal = 5.3 as) 8.87 (237) Smit Cas) 4.98 —0.51 1.08 

ОА аи Dall hime) 6.78% —0.094 2.464 -—0.21 4 4.214 0.124 0.784 
И So eee сое ово 5э as 3.65 с ee ea м 0.63 
VOUSOSIENIEN оросоовоос бов 7.6 a) 5) 8.15 —0.90 Daas —1.62 Si 0.78 0.70 
@anadate aa ere et БУ 6.2 3.49 —0. 64 2.65 0.46 0.82 —1.08 0.69 
hair ЗО ~ sesesweene se 4.4 5.6 1.43 —1.79 0.95 —1.73 0.48 —0.05 0.38 


@ Residuals (actual less estimated values in respect of manufacturing) as resulting from equations shown in table 3.12. Residuals for employment have been derived 
on the basis residuals for output and for output per person employed. Figures in brackets relate to countries omitted from the equations. 


> Ratio between trend growth rates in construction and in manufacturing output, 1953-1967. 


с No figure for output level comparable with employment figure. 
@ 1954-1967, 
Equations: 


1. Output growth in construction against output growth in manufacturing: see table 3.12. 
2. Growth of output per person employed in construction (у), against growth of output in construction (x): у = —0.42 + 0.6663 Х; г = 0.95; в = 0.53 


is no greater at the top end (United States, Canada). 
This resemblance between the extremes may partly 
be explained by levels of technical development: the 
contribution to GDP represents the added value in the 
construction industry itself and is lower when the amount 
of “industrialized building” and mechanization—cal- 
ling for larger inputs from other industries—is greater. 
In most of the industrial west European countries the 
range of output shares is from 7 to 10 per cent of GDP.®2 
The shares of added values (or of employment in con- 
struction itself) may not therefore represent the relative 
amounts of building activity. 


Growth rates of construction output have also varied 
widely, from as little as 1-2 per cent a year in Ireland, 
Norway and the United States to 8-11 per cent in Greece, 
Portugal and Yugoslavia. They are related to the growth 
of manufacturing, but not with any precision. So far 
as the rather loose-fitting equation used in table 3.15 
goes, it suggests that construction activity has increased 


a2 Input-output tables show that the share of inputs to gross 
Output, in construction, is about 60 per cent in the United States 


(1963) and around 50 per cent in Belgium, Netherlands, France 
and Italy. 


quite fast, relatively to manufacturing, in France, and 
the Netherlands (as well as in Greece and Portugal) 
but very slowly indeed in Ireland, Norway and the United 
States. It is possible that the apparent slow growth in 
the United States may be in part accounted for by the 
changes in building methods already referred to.53 


Many other factors obviously influence the growth 
of construction activity—bound up in many ways with 
public policy. For one important branch—dwelling 
construction—policy, combined with demographic fac- 
tors, has clearly played a role. Thus fast growth in France 
is associated with a rapid housing development from 
a very low level in the early 1950s. (In 1953, new dwel- 
ling construction in France was less than three dwel- 
lings per 1,000 population—the lowest in western Europe— 


53 As an example, it may be pointed out that an increase 
in gross output and added value of 3 per cent a year at a constant 
input-output ratio of 50 per cent would be reduced to an average 
increase of 1.4 per cent over fifteen years if the ratio of added 
value to gross output fell smoothly from 50 to 40 per cent. The 
different ways of measuring the growth of added value at constant 
prices (e.g. whether “double deflation”, of both inputs and 
outputs, is used) will affect the recorded trend of output. 
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but rose to nearly 9 per 1,000 by 1967). The low rate 
of growth of construction in Norway and the United 
States may be associated with the high level of new 
dwelling construction (about 8 per 1,000) already 
achieved in the early 1950s, and sustained throughout 
the period. In the Netherlands, and to a lesser extent 
in France, the strong population increase must have 
given a marked impetus to dwelling construction; 
while the low growth rate of construction in Ireland 
was associated with the weak demographic situation 
(population falling, through emigration, until the early 
1960s when both population and housebuilding in- 
creased). In Italy the growth of construction, and of con- 
struction of dwellings in particular, has been rather 
slow in relation’ to the general rate of economic 
expansion; one reason may be the limited amount of 
government support for housebuilding. 


Some of these factors in the growth of construction 
—factors not directly linked with the general rate of eco- 
nomic growth—must have a significant bearing on any 
projection. On balance, they suggest for most countries 
a certain slowing down in the growth of construction, 
independently of the general rate of economic growth. 
The tendency for a larger proportion of inputs to added 
value would work in this way.54 So would the efforts 
made during the past 15 years, in most countries, to 
overtake the initial shortage of dwellings in relation 
to the number of households and the rising standards 
of housing.®® 


While many factors break down any precise relation- 
ship between construction and manufacturing growth, 
a very good fit is found between productivity gains and 
output growth in construction (see table 3.15). The 
estimated productivity increases in construction, from 
cross-country correlation, range from about 5 per cent 
a year when output is rising by about 8-9 per cent, down 
to less than 1 per cent a year for output increases of 
1-2 per cent. Experience in the individual countries 
appears to follow this pattern quite closely.°® 


(ii) (а) Transport and communications (see table 3.16) 


The sector covers transport, communications (includ- 
ing PTT) and storage. Two statistical points affect 


54 This tendency of course largely represents a shift of pro- 
duction from the construction sector itself to manufacturing 
and other sectors. 

55 “ Taking into account the housebuilding rates achieved 
in individual countries in 1965, the estimated dwelling shortages 
represent three years or less of housing construction at 1965 
rates in most countries” (see ECE, The Housing Situation and 
Perspectives for Long-Term Housing Requirements in European 
Countries, p. 12, Geneva 1968). But it is recognised that in Aus- 
tria, Italy and Yugoslavia the shortage is more severe. The 
estimates of shortages referred to are calculated in various ways; 
they do not generally take into account the need for “ qualitative : 
improvement in the housing stock, nor do all of them make 
allowance for new housing needs due to movements of popula- 
tion within the country. 

56 To find so close a fit is surprising in view of the diverse, 
and often uncertain, methods employed to measure the output 
of construction at constant prices. The correlation may suggest 
some rather common bias in the methods of measuring physical 


output. 


comparative analysis. First, national accounting stat- 
istics (and most other economic statistics) naturally 
cover only commercial transport operations; the growth 
of traffic by private cars (except for hire) is not included 
as an element in the growth of the transport sector.5? 
Thus the share of transport in the economy, as recorded 
in national accounts, is substantially affected by the 
ratio of private to public passenger transport, and the 
recorded growth of the transport sector is diminished 
by the extent to which the increasing use of private 
cars replaces public transport.58 Secondly, there are 
differences between countries in the extent to which 
transport operations of industrial and commercial 
enterprises are included in the recorded output of the 
transport sector. This must affect both the transport 
sector’s share in GDP and its output growth. 


As recorded in the national accounts, the sector con- 
tributes from 6 to 10 per cent of GDP in most countries 
and (mainly because of high capital intensity in several 
branches) a slightly lower proportion to total em- 
ployment. The exceptional country is Norway (174 per 
cent of output), where shipping accounts for well over 
half of the sector’s output (the proportion of employment 
however is only 11 рег cent).59 Other countries with 
large merchant fleets (e.g. Greece, Netherlands, United 
Kingdom, Yugoslavia) also show slightly larger pro- 
portions than the average. There seems to be no general 
association between the area of the country, in relation 
to population, and the proportion of resources engaged 
in transport—apart perhaps from the rather high 
proportions, of output and employment, in Canada, 
Finland and Sweden. On the other hand, the share of 
transport in the United States is among the lowest— 
but this may be due to the small share of public trans- 
port in total traffic. 


Partly for the reasons given above, the recorded 
growth rate of the transport sector was rather modest 
—41 to 54 per cent a year in most industrial western 
countries. But it was much faster in Norway, because 
of shipping, and also in some southern countries (Greece 
—also in part because of shipping—Spain and Yugo- 
slavia). The growth of transport is fairly well correlated, 
cross-country, with that of manufacturing output—the 
elasticity rising from 0.8 at high rates of manufacturing 
growth to 0.9 at low rates. The main deviations from the 


57 The provision of fuel, maintenance, repairs etc. for private 
cars is of course included as output, but not in the transport 
sector. 

58 e.g. in the United Kingdom, the recorded volume of output 
of the transport and communications sector (measured in ton- 
miles, passenger miles etc, weighted by added values) rose by 
tess than 24 per cent a year. This includes a decline in public 
passenger transport (passenger miles by road, rail and air, which 
accounts for about 20 per cent of the 1958 added value in the 
whole sector) of about 1 per cent a year. Over the same period, 
estimated passenger miles by private transport increased by 
about 10 per cent a year. Assuming the same added value weight 
per passenger mile for private and for public passenger transport, 
inclusion of private passenger transport in the sector’s output 
would increase the output growth of the whole sector from 
under 24 per cent a year to about 4 or 5 per cent a year. 

59 The ratio of output to employment in Norway is parti- 
cularly high for shipping (over 10 per cent of GDP but only 
5 per cent of employment); the ratio for the rest of the sector 
is not very different from that for other countries. 
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TABLE 3.16 


Transport and communications 
Pee er ne ee ren ия ТЕ лв к —А,А,щ[щыА о 


Rates of growth, 1953-1967 


Share in total 


economy 1963 Output Employment Output per head не 
Employ- , Оси 
Country Output ment Actual Residual ® Actual Residual ® Actual Residual ® 
Per cent Per cent a year (least square trends) 

ОИ» Боро 6.7 Sa) 5.81 0.95 1.30 0.52 4.46 0.41 0.97 
Ве О 6.8 3.70 —0.66 0.16 —1.01 3:53 0.38 0.70 
Берат и... 9.7 га 4.47 —0.10 ae ie ae Ae 0.80 
inland Breen А Оси ine 7.0 5.20 0.37 25 15 2.98 —0.81 0.87 
France ое е ahs 6.0 Siar 5.30 0.79 ЭД 0.85 3:73 —0.10 96 
Western Germany ....... 6.6 5:7 4.40 —1.01 1.53 —0.36 2.93 —0.62 0.65 
а. Heil 5.0 6.39 0.19 3.70 (1.86) 2.60 (—1.69) 0.80 
Netherlands росоовоасоюоо 8.7 7.0 4.67 —0.14 0.96 —0.25 3.67 0.11 0.80 
оу ен. 17.6 11.0 6.93 (2.87) 0.96 (1.40) 5.90 1.38 1.44 
И поробнее сао А С: | UG oe —1.30 —0.16 —1.90 3.76 0.66 0.59 
United Kinedomee.ss ae: 8.5 7.0 2.41 —0.55 —0.45 —0.80 2.88 0.28 0.75 
GTGECE Berivetuiie eet fas es 7.88 (1.65) Se 0.99 
Porttigals ой se ти Зо 4.90 (—1.50) ЕО) 3.68 0.02 0.59 
И ооо 5.9 ый) 6.10° —0.65с 1.63¢ —0.85с 4.39 с 0.22 е 0.70 < 
JU Соса врозойь ов 6.7 5 6.15 pe a 1.06 
YAHOO cov anadqooooss 8.3 3.8 9-31 0.53 4.38 1.30 373 —0.80 0.80 
G@anadda green soa-1e oh erin 8.8 8.0 5) 4 1.23 1.30 1.00 4.06 0.18 1 
ГО! 592153 обобобооро 6.4 4.8 3.97 0.63 —0.67 (—0.74) 4.67 (1.41) 1.0 


SS 


@ Residuals (actual less estimated values in respect of manufacturing) as resulting from equations shown in table 3.12. Residuals for employment have been 


derived on the basis of residuals for output and for output per person employed. 


Figures in brackets relate to countries omitted from the equations. 


Ь Ratio between trend growth rates in transport and in manufacturing output, 1953-1967. 


© 1954-1967. 


Equations : 


1. Output growth in transport and communications against output growth in manufacturing: see table 3.12. 
2. Growth of output per person employed in transport and communications (у) against growth of output in transport and communications (x): у = 1.58 + 0.4247 X; 
Be = (1% 


= 


international pattern are the relatively fast growth of 
transport, in relation to manufacturing, in Austria, 
Norway, Greece and Canada, and the rather slow 
growth in Belgium, western Germany, Sweden, the 
United Kingdom and Portugal. One reason for relatively 
slow growth in the most industrialized countries may 
well be the diminishing importance of heavy commodities 
(such as coal, iron and steel, and timber) which make 
up the bulk of freight traffic on the railways. Sweden, 
in particular shows a low elasticity of transport to manu- 
facturing growth (only 0.6) indicating an especially 
marked downward trend in the share of transport in 
the economy. Moreover, the acceleration of manufac- 
turing growth rates in Sweden during the early 1960s 
—which appears to be more than cyclical—has been 
accompanied by a less than proportional rise in trans- 
port output; the elasticity of transport has been falling 
and since about 1960 has been little more than 0.5. 


An attempt was made to correlate output of the 


60 For Austria, one reason may be the rapid growth of transit 
traffic which has recently accounted for one-third of all com- 
modities entering the country by rail. 


transport sector with the total domestic output of trans- 
portable goods (taken to include the output of the 
mining, agricultural and manufacturing — sectors). 
Although the more comprehensive determinant variable 
might seem more appropriate, the fit was in fact 
somewhat better with manufacturing alone. Probably 
the reason is that differences between countries in the 
proportions between domestic manufacturing on the 
one hand, and domestic mining and agriculture on the 
other, are largely offset by compensating differences in 
foreign trade; the “transport content” of domestic 
production is not very different from that of interna- 
tionally traded goods. 


Employment in the transport sector has generally 
increased very littlke—mostly at 1-14 per cent a year 
(even falling in Sweden, the United Kingdom and the 
United States). The exceptional increases are in Italy 
and Yugoslavia. The usual positive relationship is 
found between output and productivity increases, 
with hardly any significant divergences, and with recorded 
productivity gains generally between 3 and 5 per cent 
a year. Indeed in nearly all the industrial countries, 
the recorded productivity gain in transport is about 


г 
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1 per_cent less than that in manufacturing industry 
(compare table 3.16 with table 3.1).61 


(ii) (e) Trade (or distribution) (see table 3.17) 


Wholesale and retail trade are the main components 
of the sector; again, there are some differences 
in coverage of particular activities between countries,®2 
and the recorded share of the sector in the 
economy may well be influenced by different practices 
in respect of the separation of the distributive function 
from the productive, transport and repair activities of 
enterprises. As recorded, the share of the sector in GDP 
varies in most countries between about 10 per cent 
and 15 per cent (rising however to 16 per cent in the 
United States and falling to 9 per cent in Turkey). In 


81 But there are some striking exceptions: Italy has the big- 
gest increase in manufacturing productivity but the smallest 
increase in transport productivity; however both employment 
and output data are no more than rough estimates. In the United 
Kingdom, the increases in productivity in both manufacturing 
and transport are about equal—and in both sectors among the 
lowest. 


62 Thus in national accounting data, Ireland combines trade 
with transport and communications. 


most of the industrial countries it is between 11 and 13 
per cent. The shares in total employment are similar, 
but are generally rather greater than the shares of output 
in the industrial countries (other than France) but 
rather less in those southern countries (Portugal and 
Yugoslavia) for which employment data are available. 


Increases in the volume of output are generally 
measured by the volume of goods distributed; they 
cannot take much account of changes (which may be 
important, for the better or worse) in the quality of dis- 
tributive services. As recorded, the increases in output 
volume are reasonably well correlated with those in 
manufacturing output. (As for transport, an attempt 
was made to correlate changes in output of trade with 
those in total output of transportable goods, but, no 
doubt for similar reasons, the correlations fit less satis- 
factorily than when trade is correlated with manufac- 
turing.) 


63 In France, however, the available data of output include 
import duties in the added value of the trade sector. If these 
were excluded, the sector’s 1963 share of GDP would be reduced 
from the 13 per cent recorded to about 11 per cent, compared 
with 10 per cent of employment. 


TABLE 3.17 
Trade 
Rates of growth, 1953-1967 
Share in total ея 
есопоту, 1963 Output Employment Output per head Biases 
= о manu- 
Employ- facturing 
Country Output ment. Actual Residuals @ Actual Residuals @ Actual Residuals @ b 
Per cent Per cent a year (least square trends) 
АЕ Me ee. и 9.6 10.1 7.99 (2.69) Зы (2.38) 4.68 0.21 558) 
Е: 11.4 Dea S89) —1.35 > —1.06 1.85 —0.26 0. 64 
И, ооо 14.6 у 5.35 0.41 Ys ae = 0.97 
СХ о о theese crete ca 10.6 11.4 5.93 0.66 Эл! 1.42 2.63 —0.79 1.00 
EGAN CEM ее ао 113)58) 9 5.98 1.07 1.88 0.46 4.02 0.58 1.09 
\Wiesuciia бое Soo5neade 11.6) of) 6.32 0.40 РИ) 0.05 96 0. 34 0:93 
а ее. ЦВ, 2.6 5.91 —0.91 2:22 —1.08 3.61 0.20 0.74 
INetherlamds порою tonne save 1855 14.2 5.08 —0.17 2.47 0.26 DRS —0.43 Oe 
О о Водо бо ОС еее 8) 12.0 4.42 0.02 Pe, VG 0.46 NGPA —0.43 0.92 
Е [О о о ОИ И 9 13.0 5.14 —0.20 eo —0.99 382 0.81 0. 85 
Wnited Kingdom .......... HOLE) 13.8 2.81 —0.35 1512 —0.20 1.67 —0. 15 0.87 
0.91 
(УСЫ ace et eile ese Pi 1-75 0.40 a = 
Ро а нь 12.6 Tell 4.59 (—2.45) 1.04 (—3.16) 3} son 0.78 а 
р 10.0 4.26 (—2.50) ae 
ТЫ YS asics vie кое 9.0 ве 598 bs 5 a о 9 : 
и. ОЕ 10.9 4.7 9.74 0.02 4.54 0.41 4.97 —0.40 0.83 
Сапача, еее. ИЕ) 20.3 4.04 —0.51 2.93 (0.88) 1.08 (—1.37) .81 
United States tater et Paar ee 16.3 18:2 4.08 0.50 hall 0.18 2. 78 OFS 1.08 


ee Е Е ЕЕ Е ЕЕННЕЕЕЕЕНЕ НЕЕ ии 


а Residuals (actual less estimated values in respect of manufacturin 


g) as resulting from equations shown in table 3.12. Residuals for employment have been derived 


the basis of residuals for output and for output per person employed. Figures in brackets relate to countries omitted from the equations. 
on sis 5 


> Ratio between trend growth rates in trade and in manufacturing output, 1953-1967. 


с 1954-1967. 


ЕдиаНоп5: | И ee 
| Output growth in trade against output growth in manufacturing: see table 3.12 


in tri ‚), agai wth of o t trade (x): } 
2. Growth of output per person employed in trade (у), against growth of output in trade (x): | 


» = 0.38 + 0.5125 X; r = 0.90; в = 0.50. 
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The growth of output in the trade sector has in most 
countries been between 4 and 6 per cent a year. Elas- 
ticities against manufacturing growth are 0.8 to 0.9, 
falling as the growth rate of manufacturing rises, and 
as income per head falls (see the cross-country elasticity 
equations in table 3.12). The lowest growth rate for 
trade—only 3 per cent—is found in the United Kingdom, 
in accordance with the slow growth of manufacturing. 
Significantly slower growth rates of trade than the 
cross-country equation would suggest are shown by 
Belgium (with an elasticity of trade against manufac- 
turing of only 0.6—one of the lowest), Portugal and 
—less strikingly—by Italy. 


Austria shows the fastest growth rate in output of 
the trade sector—an increase of 8 per cent a year (and an 
elasticity against manufacturing growth of 1.3—much 
higher than in any other country). This fast expansion 
in output, accompanied by a relatively fast expansion 
in employment, is well in excess of that shown by the 
international pattern and goes far to offset Austria’s 
“ deficient ” growth (in relation to GDP per head), 
in manufacturing industry. The share of the trade sector 
in the Austrian economy was rather small, in relation 
to other countries, at the beginning of the 1950s; much 
of the gap has been closed by rising incomes generated 


by fast development (relatively to manufacturing indus- 
try) of other sectors, in particular, perhaps, of tourism.®4 
France also shows a rather faster growth of trade than 
is appropriate to the normal relationship to manufac- 
turing; in France, too, the trade share was rather low 
in the early 1950s (84 per cent of employment compared 
with over 10 per cent in western Germany and over 
12 per cent in the United Kingdom). 


In most countries, employment in the trade sector 
has risen by 2 to 3 per cent a year (rather less in Belgium, 
Sweden, the United Kingdom, Portugal, and in the Unit- 
ed States; rather more only in Yugoslavia). Increases 
in productivity have mostly been between 2 and 4 per 
cent a year, and are fairly well explained by the positive 
association with the rate of output growth. 


(ii) (f) Miscellaneous services (see table 3.18) 


The sector covers a variety of services, of which the 
most important are probably banking and other finan- 
cial services; catering, hotels etc.; professional and scien- 


64 Foreign receipts from travel rose by more than 20 per cent 
a year between 1953 and 1967—the biggest increase for all 
European market economies. 


TABLE 3.18 


Miscellaneous services 


Share in total 
economy, 1963 


Rates of growth, 1953-1967 


Elasticity 

Employ- Employ- Output to manu- 

Output ment Output ment per head facturing 9 

Country Per cent Per cent a year (least square trend) 
О GM ante e serene terre A oe 9.5 11.8 5.36 1.88 3.42 0.90 
Beleiniit ome tees oe Cie eee rx 20.6 16.0 2-72 2.01 0.70 0.52 
Denmark Ac WSS TL ой S58} be 0.56 
LEVroleh ova!) Otten Si che и 13.9 8.6 4.90 3.01 1.83 0.82 
Се о о ее 13.4 14.9 4.16 1235 И 0.76 
Western Germany нь. S52) 5.3 5.34 3} 338) 1.94 0.79 
VERS VEN Aaa SA. set) cles os OP pean cxcte Mi ate 18.6 16.9 ca 

Italyap rrr Senet о 15 8.9 4.44 1.03 37 0.56 
ИЕ пррооороююочанаоыо 13.0 13.4 3.34 2.08 ees 0.58 
INOEWAY о в ils 10.6 3.36 1.16 2.7 0.70 
SWedeniteetrnerm pr saver nus Serre 14.4 9.45 3.82 п 2.62 0. 63 
Winited Ко ель ьнь, 18.7 14.0 3.43 Shi 2.09 1.06 
Е Пат pine И 18.5 es Sell oF 0.69 
Portugal roc No CR ED thet Mae ВЯ 11.4 3.87 0.95 2.89 0.47 

ра cutie ec ineee fa nietsamue ene 17.4 Оы ВЕ 0.74 с 
У о ne eee ee 10.6 we sh Бе о 1.27 
Е оо einen nee Sine, Gus 4.62 1.41 3.16 0.39 
Canada Bi ace Relat: SRST A ct ARR a B17, Diligal ВЭЛ 5.43 1.44 0.78 
И ооо а ово 24.0 24.8 4.48 85 1.09 1.18 


Е НЕЕ 
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* Ratio between trend growth rates in miscellaneous services and in manufacturing output, 1953-1967 
, 195 с 


t ARR AR Aas - : ; : 
? Not comparable with other countries. Excludes not only private health and education but also other 


included in public administration. 
с 1954-1967. 


@ Including public administration. 


service categories 
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tific services; garages; repair services; entertainments; 
domestic and other personal services. Where possible, 


‘in the present study, education and health services 


have been left out and are included in public services, 
but this has not always been practicable. It should 
also be noted that the output includes ownership of 
dwellings (for which there are no corresponding em- 
ployment figures).6° The sector is, in a sense, the “ resi- 
Чиа] ” sector of the economy, whose composition varies 
a great deal between countries. Moreover, the measure- 
ment of output volume for many of the services included 
here is necessarily arbitrary and methods of measurement 
differ widely (sometimes, changes in employment are 
taken as the only measure of changes in output volume). 
For these reasons, inter-country comparisons are of 
doubtful value and attempts at systematic analysis have 
failed to show useful correlations. 


The sector’s share of the economy, as recorded in 
national accounts, shows wide variations from country 
to country—from 10 to over 20 per cent. Because of 
the inclusion of ownership of dwellings, in which the 
methods of imputing an output value are particularly 
diverse, the shares of total employment may be more 
significant: the range is rather narrower—from just 
under 10 to just over 15 per cent in western Europe, 
but rising to 25 per cent in the United States. There are 
elements of a positive correlation between the share 
of miscellaneous services in employment and the level 
of income per head: most countries which are above 
the midpoint in one respect, are also above it in the 
other. But the high share of employment in Ireland is 
a striking exception.® 

The growth of output, as recorded, varied between 
24 and 54 per cent but was not apparently related either 
to the growth of manufacturing or to the level of income 
per head. However the rate of increase was slower than 
that of manufacturing output in all countries except 
the United Kingdom and the United States. (The dif- 
ferences, however, may well be due to the methods of 
measurement.) The employment increases, again, may 
be more significant; they are all between 1 and just over 
3 per cent a year, but exceed 2 per cent only in Finland, 
western Germany, Netherlands and the United States. 
As a whole, therefore, the sector is not a rapidly expanding 
one; it contains areas of fast expansion, such as catering; 
but also areas of slow expansion or decline such as 
(in many countries) public entertainment and рег- 
sonal services. 


(iii) Growth and structural change in agriculture 67 


Growth in total gross domestic product has been 
associated with an increase in agricultural output in 


65 The estimated (largely imputed) value for ownership of 
dwellings, as a contribution to GDP, varies between countries 
from 15 to over 30 per cent of the output of miscellaneous 
services. 

66 There may be differences in coverage of the data. The low 
share of employment shown for Sweden is clearly due to a nar- 
rower coverage of activities in this sector. | 

67 For brevity, the sector covering agriculture, forestry, fishing 
and hunting (plus whaling for Norway) will be referred to here 
as “the agricultural sector” or “ agriculture ”. When reference 


almost all countries of western Europe. Only in Norway 
was there a decline (of about 1 per cent a year). The 
annual rate of increase of agricultural products in other 
countries has ranged from 0.4 per cent in Sweden to 
3.6 per cent in Yugoslavia. Broadly speaking, the high- 
est growth rates have been experienced in southern 
Europe (although not in Portugal). The unweighted 
mean for the five south European countries was 
2.6 per cent, while for the twelve industrial countries it was 
1.5 per cent, just above the average for the United 
States and Canada. Table 3.19 shows growth rates in, 
output, employment and output per person employed, 
in agriculture and in the rest of the economy, in 
1953-1967. 


One fact common to all countries emerges: growth 
in the agricultural sector was considerably less than 
growth in the rest of the economy. On the average for 
the twelve industrial countries plus the United States 
and Canada, the annual growth rate in agriculture 
was less than one-third of that in non-farming sectors, 
and for southern Europe just above one-third. 


This development is fully in line with the long-term 
trend towards a declining share of agriculture in total 
output. It will subsequently be shown to what extent 
these rates of decline in the relative importance of agri- 
culture in the economy follow a definite rule. 


Employment in the agricultural sector declined without 
exception. The average decline was over 3 per cent per 
year in the industrial countries of western Europe, as 
well as in North America, while in the three south 
European countries providing data on agricultural 
employment the average annual decline was only 1.5 per 
cent. 


The combined effect of rising output and declining 
employment is the increase in productivity. In the 
industrial countries of western Europe, output per 
head in agriculture has increased at a faster rate than 
in the rest of the economy, Norway being the only 
exception. On the average, labour productivity in 
agriculture has risen at an annual rate of almost 5 per 
cent, as against 3 per cent in the rest of the economy. 
Indeed the increase in agricultural productivity has 
been at least equal to that in manufacturing industry, 
and in most countries ‘markedly exceeded it, with the 
exceptions of Norway and Sweden.®8 In the United 
States, output per head grew in agriculture twice as fast 
and in Canada three times as fast as in other sectors 
(again, much faster than in manufacturing). Techni- 
cal improvements and reorganization in agriculture 
have clearly played an important role; but it may be 
suggested that the main reason lies in the adaptation 
of agriculture to a steadily diminishing labour force— 
a mechanism almost the reverse of that in most other 


is made to agriculture only, the sector will be called “ agriculture 
proper”. For most countries, the share of agriculture proper 
in the output of the whole agricultural sector exceeds 90 per cent. 
But in some of the Nordic countries (Sweden, Norway and 
Finland) it is only about one-half. 

68 The unweighted mean increase in manufacturing productivity 
in 1953-1967 was under 44 per cent a year (see table 3.2). 


98 Structural trends and prospects 


TABLE 


Bll, 


Output, employment and output per head in agriculture and in the rest of the economy 


(Least square trend 


rates, 1953-1967) 


ae 


Agriculture Rest of the economy 
Output Output 
Country Output Employment per head Output Employment per head 
AUSUEIA. Marin о оО 1.6 —3.3 520 5.6 ЕЯ 3.8 
IBelgiumureer cae seer 1.0 —3.9 ЕР 8.9 (0.0 3.0 
Denmarkyaerermie rite: loa! —2.5 Sno 4.9 р Deal) 
Binland terrence cre | —1.8 4.0 5.4 BS) 2.9 
Етапсе ema suka tie os 285 —3.5 6.2 22 3 3.8 
Western Germany ..... DP —3.6 6.0 5.8 2.0 В 
Ireland ss ae seers 3 —2.5 Вы 2.8 One 2.4 
aly tem. р ПС Dee —3.4 5.8 5,3 0.4 4.9 
А Ее осооровоаое 725) —3.0 5-6 5.0 (29 33 
ОА поро нос ово ое —1.1 —2.8 ea AST eee 3.4 
Swedenwmenirericire rae 0.4 —4.1 4.7 4.5 то 3.0 
United Kingdom ...... DAS —2.7 5.4 2.8 0.7 De 
еее 3.1 oye ь 6.9 к. “3 
Е ооо 0.9 —2.0 2.9 6.5 Я 45 
оно дБ Ве 3.0 —1.7 4.8 6.7 4 42 
Е 5 Serene eis eee 7259 р г 59 с 
WUC AME! oooonnos once 86 —0.8 4.5 10.6 4.1 6.2 
Ло! Statesmen rier 1.1 —3.4 4.6 Sa) 1.4 3 
О cart oh tek [55 —2.9 4.5 4.7 Bip. 1 
Norte. — Output is added value (the contribution to gross domestic product) at factor cost, at constant 1963 prices. Employ- 


ment refers to the number of active people. Productivity, or output per head, has been obtained by relating output to employment. 


sectors. The result (except in Norway) has been a narrow- 
ing of the gap in output per man between farming and 
the rest of the economy. 


Among the south European countries for which 
data are available, only Spain shows a rate of increase 
in agricultural productivity higher than that in the 
rest of the economy. In Portugal and Yugoslavia, the 
relatively slow growth of output per head in agriculture 
substantially widened the gap in output per head Ъе- 
tween agriculture and the rest of the economy. 


Some consequences of these divergent trends in 
output and employment оп structural relationships 
between agriculture and the rest of the economy are 
presented in table 3.20. Three-year averages have been 
used to avoid random variations. Countries are ranked 
in descending order of GDP per head (official exchange 
rates) in 1965-1967. 


The output shares are shown both at constant 1963 
prices and at current prices. The comparison between 
them indicates relative price changes between the agti- 
cultural sector and the rest of the economy (see column 5). 
It should be understood that these “ prices” refer to 
factor costs—that is, to added values (essentially labour 
incomes and entrepreneurial incomes gross of depre- 
ciation)—per unit of output; they do not reflect changes 


in relative prices paid by final buyers.® In this special 
sense, relative prices in agriculture have declined in 
almost all the industrial countries; the only exceptions 
are France, Norway and Belgium. By contrast, the 
development of relative prices seems to have been 
favourable to agriculture in all the five countries of 
southern Europe. 


At the same time, the increase in productivity in 
agriculture, relatively to that in the rest of the economy, 
is reflected in a narrowing of the “ productivity ” gap, 
when output per person employed is expressed in 
constant prices, in all the industrial countries except 
Norway (column 6 of table 3.20). This narrowing has 
been particularly marked in the three countries where 
productivity, thus measured, had overtaken produc- 
tivity in the rest of the economy—Belgium, Netherlands 
and the United Kingdom. Elsewhere, the gap remains 
very wide, and in the southern countries it has not 
diminished. 


A few warnings on the validity of inter-country 
comparisons of “ productivity”, thus defined, are 


69 Thus agricultural “ prices ” exclude distributive and process- 
ing costs of food and costs of inputs from other sectors. Prices 
in the rest of the economy, however, include distributive and 
processing costs for all sectors. Both agricultural and поп- 
agricultural prices exclude import costs and, of course, net 
indirect taxes. 
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TABLE 3.20 
Structural relationships between the agricultural sector and the rest of the economy 
(1953-1955, 1959-1961 and 1965-1967) 
= 


Relati 
Output share acto? cost Relative Relative 
oe aes head 1963 Current Employment or Sse о per pete 
В factor cost factor cost share 1963=100 employed employed 
Country and period dollars Total economy = 100 Rest of the economy = 100 
(1) (2) (3) (4) (5) 6. 

United States me (7) 
ЕВ оо ees ree 2 542 4.3 5:2 9.2 122 45 54 
О. 2 658 329 4.0 esl 103 52 53 
1065-19 3 250 3:2 Вей 537 100 60 60 

Sweden 
В ооо 1 434 10.2 НИЕ 20.2 117 45 Sy 
Обе 1 718 353) 8.4 15.8 101 48 49 
LS GS-19 Gia eee 2 165 6.5 6.4 ИД. 98 55 54 

Canada 
1953595 5am ee ee ce 1 630 5 9.8 18.3 103 48 49 
19592196 lee eee 1 745 Gel 6.6 ИИ OZ ВЛ 47 
TSIGS=1967y oe eee 2 140 6.6 6.5 9.2 98 70 69 

France 
1953=1955ee.. 26 ee 1 069 114533 ae 25.9 ts 40 5 
О 2 were eer ee 1 316 10.6 9.3 207 86 45 39 
ОЕ ee eee 1 654 9.0 8.3 16.2 91 51 47 

Denmark 
не. 1 088 15.9 19.2 25.4 126 56 70 
об. 1 310 13.8 14.3 PAV SAL 104 60 62 
О. 1 650 Wil 3 10.2 16.6 89 64 5 

Norway 
о О 1 100 13.6 13.8 20.3 102 44 45 
TOSOSIO GU ee ccm 1 262 10.8 10.9 22.3 101 42 43 
БЕ бое рено 1 617 VE) 82 18.1 104 38 40 

Western Germany 
TOSSED ББ есь 954 8.3 855 18.9 103 39 40 
О. 1 296 6.6 le 13.8 106 44 47 
TIGS=1907P erasure 1 589 Se Sal 10.7 92 49 45 

United Kingdom 
LOSS= LOSS tae leereiss ci 1 183 351 5.0 4.8 137 76 104 
1959=19GI ть. 1 329 36 4.0 4.2 ey 86 95 
1965-19607 hes ere etter 1 516 3.6 3.4 3.2 94 112 106 

Belgium 
ЕВ Asononon dune 1 032 8.4 8.1 9.3 96 90 86 
ОО ео 1 167 7.9 7.4 7.4 93 109 100 
Об еее 1 477 5.9 5.8 5.3 98 113 110 

Finland 
OSS О а 922 22.9 24.1 36.6 107 5 55 
TOSSES око соо в 1 140 20.7 19.8 31.8 95 56 53 
ОЕ We alate РАО 1 419 16.5 16.4 25.8 99 57 56 

Netherlands 
95-1955 cusharereisietsys(eisress 846 11.6 12.0 ИИ 104 82 86 
О И ВКС 1 013 10.3 1 ПИ 99 92 90 
ОТО ее сана 1 269 8.7 7.6 8.3 86 105 91 

Austria 
LOS 3=a19S ее 608 1.5 15,9 31.8 111 36 41 
О Оо А о ое cers 853 11.4 11.8 24.3 104 40 42 
US ot) О ос 1 070 Onl 8.9 20.2 98 40 39 

Ital Е 
1953-1955 aot 549 19.1 21.6 95.6 И 42 50 
Пия ое. 726 16.2 6 29.4 98 46 46 
1965-1967 кн. 926 13.5 У 22.8 93 53 49 
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TABLE 3.20 (continued) 


Е 


Output share 


Relative . 
factor cost Relative Relative 
per unit output income 


GDP per head 1963 


Current Employment of output per person per person 


1963 factor cost factor cost share 1963=100 employed employed 
United States 
Country and period dollars Total economy = 100 Rest of the economy = 100 
(1) (2) (3) (4) (5) (6) (7) 
Ireland 
О О. 556 РР 29.6 38.8 143 46 66 
ОВ Коро бово ные 618 297 25.2 36.9 108 8) 58 
EO GS al OO der erere erecta 743 19.8 20.0 Alert 101 5 55 
Greece 
о 317 31.8 31.6 Bie 99 
TOS 9ST Ge srrctergenette cor 408 Dike 26.2 ых 93 
О erence ese 580 29.2 24.0 of 104 
Spain 
В В бер ate oe ton 340 24.4 22.0 45.2 87 39 34 
ОХ ee croton stan 384 23.9 23.5 41.5 98 44 43 
боб нь. 576 ihn d 7.3 34.2 97 42 40 
Yugoslavia 
TOSS 19S Sve viedo 172 41.0 ia 74.1 a 24 ae 
OEE) О Tae ооо оо 268 333 24.8 67.0 66 24 16 
ПО" спо тезеви 384 24.2 24.0 * 62.5 99 19 19 * 
Portugal 
TOSS=1955 Sere eee: 215 30.6 30.7 45.3 100 53 53 
ПОНОС ооо со ве ви 271 24.3 24.6 42.0 102 44 45 
Оооо Зое 362 аа 20.2 34.9 111 42 47 
Turkey 
TOSS aLO SS yes ce ces oe 178 46.6 Ре] 88 
О. 193 42.9 41.9 ee 96 
SOS U9 OTM c near 226 36.8 36.6 a 99 
Notes. — Agriculture covers agriculture, forestry, fish- economy, has been obtained by relating the output share 
ing and hunting (plus whaling for Norway). at constant prices to the employment share, and by divid- 
Column 1 — Gross domestic product per head of total ing the result by a similar calculation for the rest of the 


population, at constant 1963 prices, converted into United 
States dollars on the basis of the average official exchange 
rate. 


Column 2 — Share of agriculture in total output (gross 
domestic product) at constant 1963 factor cost. 


Column 3 — Share of agriculture in total output at 
current factor cost. 


Column 4 — Share of agriculture in total employment. 


Column 5 — Implied price index of agricultural GDP 
at factor cost (obtained by relating series at current prices 
by series at constant prices), divided by a similar index 
for the rest of the economy. 


Column 6 — Output per person employed in agriculture, 
relative to output per person employed in the rest of the 


necessary. Differences in statistical definitions of active 
people in agriculture might have considerable biasing 
influence, especially in respect of female unpaid helpers 
in agriculture. Nevertheless, on the reasonable assump- 
tion that the direction of bias is constant for each country, 
changes in the gap in relative productivity within a 
country can be regarded as valid. But inter-country 
comparisons of relative productivity cannot be rigidly 
established.70 


79 Two countries, Greece and Turkey, had to be omitted 
from this analysis for lack of suitable employment data. A 
tentative adjustment of the employment share for the three 
countries which probably have the largest bias, gives the follow- 


economy. 


Column 7 — Income per person employed in agri- 
culture, relative to income per person employed in the 
rest of the economy has been obtained as in column 6, 
but by using the output share at current prices. 


Because of discrepancies in the definition of the active 
population in agriculture, and also because of differences 
between countries in the relative capital intensity in agri- 
culture and in the rest of the economy, country comparisons 
of the indicators of relative output per man and income 
per man cannot be rigidly established. Time series within 
each country are valid, with the implication that an in- 
crease in the indicator may mean also capital deepening or 
increase in the return to capital. 


A narrowing of the productivity gap (added value 
at constant prices per person engaged) does not neces- 
sarily mean that the gap in money incomes per person 


ing correction in the productivity ratio (table 3.20 column 6) 
in a single year, 1960: 


Number of points 


USDA Pere sear ee + 14 
Western Germany...... a 20 
Portal ee nek eee — 6 


The correction has been made by averaging two different adjust- 
ments: one which assumes the same ratio between males and 
females in agriculture as in other sectors, and one which assumes 
that the number of unpaid female family helpers is propor- 
tionate to the number of male farm heads. 


ayes 


eS ЗА а. 


baw 


== 


engaged, between non-farming sectors and agriculture, 
has diminished. The income gap is also affected by the 
change in relative prices (added value per unit of output). 
The combined effect of changes in relative productivity 
and in relative prices on relative agricultural incomes 
is indicated in column 7 of table 3.20.7¢ It appears 
that in some countries where the productivity gap 
has narrowed, a widening in the income gap took place, 
notably Austria, Denmark, Ireland and Italy. In the 
Netherlands and the United Kingdom, two of the coun- 
tries where relative productivity in agriculture has 
shown a spectacular increase, there was little change 
in the relative income. In other countries, such as the 
United States, Sweden and western Germany, the in- 
crease in relative income has lagged behind that in 
relative productivity. In Yugoslavia, where relative 
productivity in agriculture tended to decline, favourable 
relative price developments have approximately balanced 
losses in relative productivity. In Portugal, increases 
in relative prices have not been sufficient to counter- 
balance the fall in relative productivity. An improvement 
in relative incomes does not necessarily imply that 
labour incomes per unit of output have increased in 
agriculture more than in other sectors. The increase 
might have been associated either with a capital 
deepening or with a rise in the rate of return on 
capital. 


The pattern of agriculture’s share in the economy: 
а cross-country analysis 


The long-term change in the share of an economy 
accounted for by agriculture has a fairly well-defined 
pattern which has been widely studied.”! The decline 
of the agricultural share in total output appears to be 
an irreversible process associated with general economic 
growth. 


A statistical test has been made of the pattern of 
decline of the agricultural share in total output and in 
total employment, as the income level grows. The test, 
covering selected countries of western Europe (all 
those providing suitable data), Japan, Canada and the 
United States, relates to the three periods 1953-1955, 
1959-1961 and 1965-1967. 


A significant cross-country correlation 15 obtained 
between the values of GDP per head and those of the 
agricultural share in total GDP (both at 1963 prices), 
whether the test is made separately for each period or 
for the three periods taken together. Several equations 
give a high degree of correlation. The equations retained 
are the following: 


70а Obviously, the reservations in respect of inter-country 
comparisons of relative productivity apply also to comparisons 
of relative incomes. 

71 See in particular A. Simantov, “ The Dynamics of Growth 
and Agriculture”, in Zeitschrift fiir Nationalokonomie, 
vol. XXVII/3, 1967; see also, for example, H. B. Chenery and 
L. Taylor, “ Development Patterns: Among Countries and 
Over Time” in Review of Economics and Statistics, vol. JL, 
No. 4, November 1968. 
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(y = agricultural output as percentage of GDP; 
x = GDP per head® of total population) 
Number of 
Period observations Equation r а 
5 
1953-1955 2) р = ЕЕ 0.752 5.14 
1177.08 + 8.35 x 
105 
1959-1961 19 y = о 0.786 4.93 
382.54 + 9 x 
105 
1965-1967 a OIA 3.96 
611.44 + 8.49 x 
1953-1955, 105 
1959-1961 and 58 y = —————_.__ 0.796 4.5 
1965-1967 863.42 + 8.51 x 


@ 1963 prices, in dollars, official exchange rate. 


Some of the main deviations are observed in countries 
where forestry accounts for a large part of the whole 
agricultural sector, or where the foreign trade balance 
(negative or positive) for agricultural products is rela- 
tively important. 


A high degree of correlation is also found between 
the output share and the employment share, both for 
each period taken separately and for the three periods 
together. A linear regression has been retained. The 
equations and correlation coefficients are the following: 


Number of 

Period observations Equation r o 
1. 1953-1955 18 y= 0.96 + 1.7070 x 0.971 4.19 
2. 1959-1961 18 у = —1.49 + 1.8555 x 0.968 4.07 
3. 1965-1967 18 у = —4.67 + 2.2367 x 0.935 5.30 
4. 1953-1955, 

1959-1961 and 54 у = —0.97 + 1.8431 x 0.957 4.67 

1965-1967 


y = agricultural employment as percentage of total employment. 
x = agricultural output as percentage of total GDP. 


According to the last equation, representing the 
pattern of change in the whole period 1953-1955 to 
1965-1967, it appears that the employment share tends 
to approach the output share in a very low region 
(see chart 3.6). 

The main reasons behind the decline in the output 
share of an economy accounted for by agriculture are 
well-known. First, the share of food in total expenditure 
declines as income grows (the veteran Engel’s law). 
Second, the proportion of the total food expenditure 
that reaches the farmer is reduced by the substitution 
of inputs from outside agriculture (such as fuel, fertili- 
zers, insecticides) for direct farm activities. In addi- 
tion, the agricultural share is obviously affected by the 
degree of dependence on foreign trade. 


An analysis of the impact of each of these factors 
in a recent period is attempted here for fourteen selected 
countries which provide the data required. Our tentative 
explanation is limited to the period 1959 to 1965, for 
which the largest set of data are available. Three-year 
averages are shown, to avoid random variations. The 
period is not long enough to show trends, but 15 at 
least sufficient to illustrate recent changes and the 
current situation in the various countries. 
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Data summarizing the interplay of all factors respon- 
sible for the level of the agricultural share in total 
output are shown in table 3.21, where countries are 
ranked in descending order of GDP per head. The 
variables have been expressed as percentages of GDP 
at current market prices (since data on consumers’ 
expenditure are available only in market prices). 


The percentage share of food, drink and tobacco 
consumption 72 is shown in column 2. It is clearly a 
declining function of GDP per head, but with important 
deviations from the regression line, especially in the 
region of GDP per head of $1,200 to $1,500.’ The main 
divergences from the equation are the United Kingdom 
and France, both with substantially higher values than 
calculated. When, however, expenditure on food alone 
is taken (also shown in the table), the divergence for 
the United Kingdom disappears but that for France 
remains; and Denmark appears with a relatively low 
value—all countries in the same income range. The 
main reason appears to lie in relative prices in the 
countries concerned. The suggestion is that high prices, 
or indirect taxes, for drink and tobacco (but not for 
food) account for the United Kingdom’s position 
in relation to the normal curve; high food prices in 
France, and low ones in Denmark, may account for 
the relative positions of these countries. 


72 Ror brevity, the expression “food” will be used in the 
following to indicate food, beverages and tobacco, unless other- 
wise stated. 

73 The equation is: 

Number of observations 

10° 
41 y= 


2422.12 + 1.40 x 
(r = 0.919; o 2.26) 
у = food, beverages and 
tobacco expenditure as per- 


The share of GDP accruing to agriculture is only 
partly correlated with the food share in consumption. 
The agricultural share obviously tends to be higher in 
countries such as Canada, Denmark, the Netherlands 


and Ireland which are net exporters of agricultural . 


products. And it tends to be lower in countries which 
rely heavily on imports. 


The influence of foreign trade on agriculture’s share 
in an economy can be estimated by a hypothetical 
calculation designed to show what the agricultural 
share would be if all food requirements were to be 
produced domestically (without affecting relative prices) 
and if there were no exports. The result described as 
“ adjusted ” is shown in column 8.74 It is based on an 
estimate of the degree of self-sufficiency (column 9) 
arrived at simply by relating the value of gross domestic 
agricultural output, at current market prices, to the value 
of domestic supplies, represented by production, plus 
imports, less exports.”° Obviously, this is an over-simpli- 
fication for several reasons. First, the adjustment relies 
on the uncertain assumption of an equal ratio between 
the value of gross output and of value added between 
domestically produced and imported commodities. Sec- 
ond, the consequences of a hypothetical self-sufficiency 
in food in terms of inter-sectoral shifts of resources, 
change in price and cost relationships, and so on, are 
completely ignored. Third, no allowance is made for 
the processing content of exported food: this under- 


74 Strictly, the degree of self-sufficiency should be calculated 
not only for food, but for all commodities of agricultural origin. 
However, the net foreign trade balance for non-food products 
of agricultural origin usually represents a very small percentage 
of GDP, and can be neglected here. For Norway and Sweden, 
forest products have been omitted from the agricultural output. 


75 The method used here (with minor differences) is inspired 
by the calculation made by A. Simantov (op. cit.) where the 


where centage of GDP correction is applied to 17 countries for the years 1950 and 1960, 
x = GDP per head 1963 as well as to long-term series 1870-1960 for Sweden and to 19 
dollars regions in Italy in 1963. 
TABLE 3.21 
Factors determining the agricultural share in total output 
Expenditure Food о Share of 
on food, | expenditure Purchased adjusted food ex- 
beverages of which: Agricultural Net food not accruing inputs in for self- penditure 
ae a and tobacco food GDP imports to agriculture agriculture sufficiency not 
per hea % 7 7 - i 
1963 As percentage of gross domestic product at current market prices fe pager 
Г. US dollars = = = sufficiency culture 
1 perio 1 2 3 4 be] 6 й 8 9 10 
United States 
195951961. аи 2 658 174 13.7 4.0 = 1 3.4 4.0 
: : : у 3. 2 99 77 
ПЕС Bees cee eee 2 710 16.5 т 9:8 —0.1 Pats. 33,3) 3.8 100 78 
ООН 5) собою 2 982 5-Й 12.5 3.4 SN? 2:5 3.0 33 103 80 
Sweden 
NOSPAUSIGH ocecungagas 1 718 21.2 16.4 4.4 Den 14.6 2.8 5.8 76 69 
ОЕ “b oaoganeve- 1 854 20.6 15.9 4.0 1.9 14.7 2.6 a3: 75 71 
ОЕ 5 БыбобосвьоЕ 2 036 19.8 15.2 Bol Del 14.0 2.4 5.0 74 1 
Canada 
1959-1961 as ae ee ES 1 745 19.8 14.6 98 —1.0 15.0 4.5 4.8 121 76 
1961-1963 Cae 1 810 jE 14.0 6.0 —1.2 14.4 4.4 4.9 123 75 
1963-1965 ..... 1 980 18.0 ЕН 50 —1.6 13.7 4.1 4.5 130 76 
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и TABLE 3.21 (continued) 
a a ia a rr ee ee 
НО are ee Share of 
Beverages И Nee on expenditure Purchased т. food ex- 
ae and tobacco food GDP. pore ие ие Bee a 
1963 : a = Degree accruing 
US dollars As percentage of gross domestic product at current market prices of self- to agri- 
Country and period P| 2 3 4 - ib} 6 Z а иг. 
France 
NOSS= 1961 Mia es 1 316 26.4 20.4 al 1.0 16.3 2.8 9.9 92 62 
ово 1 423 25.0 19.9 8.6 0.7 15.7 2.8 92 93 63 
О об ых 133 23:2 ИИ VG 0.6 15.0 A) 8.1 95 64 
Denmark 
ISSWENOS soc oes aac 1 310 22.0 15.4 14.2 —7.6 15.4 V2) ots 181 70 
ПОХ, Зорб sae on 1 422 2 юр 14.6 12.7 —6.7 52 6.9 6.9 184 Zz 
IOSSIGISSY co de ceae nae 1 530 20.6 14.0 11.6 —6.3 159 6.5 6.4 182 74 
Western Germany 
ISIS 3 wh eon nate 1 296 21.8 Бой 3.6 ИЗ 1! 2.8 1.9 70 60 
ОВ боноово сре 1 393 20.9 4.6 9:2 131 2.6 6.6 70 63 
TO G3 ДТ о 1 506 19.8 4.3 3.0 12S D6) 6.1 70 63 
Norway 
О. 1 262 РЕВ 7.6 5.4 3) 14.1 Bel 6.7 81 65 
О о о зоо ь 1 370 PAVE? Noho 4.6 2.4 14.2 2.9 6.0 #7 67 
1963-1965: ee aoe wv 1 489 20.7 16.8 4.2 Paik 14.4 QE 5.4 78 70 
United Kingdom 
ИЕ фоне omens | 57% Dil, 19.0 2650) 5.6 18.0 3.4 6.7 54 66 
СВХ борвоеовоюе Ц Bye 26.3 18.1 3.4 5.0 17.9 3.3 6.2 55 68 
Об 3-06 нь. 1 456 Dae 1-3 Bell 4.8 7/3 ЭР 5.6 55 69 
Belgium 
WEENIE Se enics oreee 1 167 24.4 ORS 6.7 3.4 14.3 3 9.2 73 5% 
ПОЕТ ОЕ aay pene 14277 23.4 18.5 6.3 2.8 14.3 31 8.3 76 61 
LOOS=19 OSE ean sie 1 390 21.9 pe, 5.8 206 135 Эа 7.6 76 61 
Netherlands 
ЕО Meer esse 1 013 226 18.3 OFZ —2.4 15.8 6.2 7.4 124 70 
1961-1963" =...) ee O79 PHP) 8} 17.9 8.4 —2.3 16.2 6.0 6.8 123 13 
Об бе ИИ о 16.9 7.8 —1.8 15.2 5.6 6.4 121 72 
Austria 
PO SONG GI eae ere stele 853 D7 0) 20.6 10.3 2.6 14.1 3.7 er 85 52 
19651903 р... 921 702 19.7 9.6 Del 14.5 3.5 il. 86 55 
1S GS-19 Gossamer demmecie 994 25.3 18.8 8.7 Die) 14.3 38) 10.4 84 57 
Italy 
POS SENS Gee yet nica: 726 Bilis 2:9 14.2 8 16.3 Pe Sms. 90 Sy) 
961 96 TS here erste vee 809 30.4 24.7 NSP Ia 16.1 Рой 14.5 91 53 
ОВ 65 reer 862 29.9 24.4 PX i Wed 16.1 OES 13.6 89 54 
Greece 
Об нь 408 38.4 32.6 23.4 —1.5 16.5 Sil 223 105 3 
196] = 1968. 453 36.1 30.7 Wah 2 —1.5 14.4 Srl ANS) 106 40 
1963-1965 516 34.5 PAIS) 22.4 —1.2 13.5 Sn Dea 106 39 
Spain fe 
1S61EI9GS ye es 446 36.1 30.9 21.4 —0.4 Se 27 1.0 102 42 
Об" 513 34.7 рот 18.4 0.2 16.1 я 8.6 99 46 


Notes and sources: 


Column 1 — Gross domestic product at factor cost, at 1963 constant prices, 


per head of total population, converted into US dollars. 


Column 2 — Total consumption of food, beverages and tobacco, at current 
market prices, derived from United Nations Yearbook of Mational Accounts 


Statistics. 


Column 6 — equals: columa 2, minus column 4, minus column 5. This 
residual item contains, by and large, components of food expenditure not accruing 
to agricultuce. That is: (а) non-factor inputs purchases by agriculture, except 
those which are included in food imports; (5) processing and distribution costs 
for food (in general, the largest item); (c) indirect taxes (net of subsidies) included 
in food prices. 


Column 7 — Non-factor inputs purchased by agriculture. This item has been 
derived from FAO/ECE unpublished material, and for the United States and 


Column 3 — Total consumption of food only. Canada, from national sources. 
Column 4 — Gross domestic product at factor cost accruing to agriculture Column 4 
forestry and fishing (agriculture proper for Sweden and Norway). It is represented Goluriny 8) — equals) 
by the total value of gross production, minus the total value of non-factor inputs Column 9 : 100 
с i enses ех i . Sources: as for column 2 and | | 
Е Орта Е к Column 9 — The adjustment ratio has been calculated by relating the value 
cle ge А of gross domestic agricultural output, at current market prices, with the value 
Column 5 — Food exports: items 0, 1, 4 and 22. Food imports: items 0, ог domestic food supplies (production, plus net imports). 
22 j ent has been made for Norway, to allow for fish exports. ; к 
а Column 10 — Column 6 as percentage of column 2. 


Source: Trade by Commodities, OECD. 
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CHART 3.6 
Share of agriculture in total employment compared with share of agriculture in total output 


Employment share% 
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а } е 5 у (WG). Agriculture covers agriculture, forestry and fish- 
ing. Output is GDP at 1963 factor cost. Data from table 3.20. Е 
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states-the agricultural output share in countries which 
‚ &xport a large amount of manufactured food and vice 
versa. Nevertheless, the adjustment may present a 


sufficient degree of approximation to show orders of 
magnitude. 


To reach this purely hypothetical situation of complete 
self-sufficiency, the largest proportional downward ad- 
justment in the agricultural output share is that for 
Denmark, followed by those for Canada and the Nether- 
lands. The largest upward adjustments are those for 
the United Kingdom, western Germany, Sweden and 
Belgium. The range of agricultural shares after the 
adjustment appears to be narrowed, and the regression 
line calculated gives a higher correlation coefficient 
against the level of GDP per head, and a reduction 
in the standard error of estimate. The equations obtained 
are the following: 


x = GDP head. у’ = agricultural share of GDP — unadjusted. 


и 


У’ = agricultural share of GDP — adjusted for self-sufficiency 
in food. 


Number of 
observations 
105 
41 у’ -- (= 0.736 о--53.54) 
2001.44 + 10.20 x 
” 105 
41 Я = (r = 0.951; в = 1.44) 
19.51 == Ох 
The data, in relation to the second equation above, 


are displayed in chart 3.7. 


There is still a rather wide range between countries 
with income levels in the region of $1,000—$1,500 
(France, Denmark, the Netherlands, Norway and the 
United Kingdom). These divergences could in part 
be explained by differences in relative prices.” An 
adjusted agricuitural share lower than is appropriate 
to the given income level may be regarded as a prima 
facie indication of relative efficiency in the use of agri- 
cultural resources to meet food requirements at that 
income level (the case of the Netherlands). A higher 
figure (as for France) may correspondingly indicate 
above-average absorption of resources in agriculture 
in relation to food requirements. 


The residual shown in column 6 of table 3.21 is a 
composite item. It covers: part of the current non- 
factor inputs purchased by agriculture, and more pre- 
cisely those which are domestically produced; process- 
ing, marketing and, more generally, service costs included 
in total food value at consumer level; and indirect 
taxes, net of subsidies, related to food. The tax item 
being relatively small, this residual represents a large 


76 The possible explanation that the Netherlands (for which 
a negative deviation from the regression line appears) relies heavily 
on imported feeding-stuffs and that these purchased inputs 
would tend to lower the value added in agriculture, compared with 
countries where feeding-stuffs are mostly produced by domestic 
agriculture (and so contained in the value added by agriculture), 
is not valid. In fact, imported feeding-stuffs, which are not 
included in value added, have been added—together with other 
food imports—in our adjustment for self-sufficiency. 


part of the retail food expenditure which accrues to 
domestic sectors other than agriculture.?7 


The part of the total food value, at consumer level, 
which accrues to non-farming sectors is a share of total 
GDP varying within a narrow range—13 to 18 per 
cent—in the various countries, irrespective of their 
income level, and tends to remain rather constant 
within each country. Purchased inputs by agriculture 
(shown in column 7) tend to remain, within each country, 
a constant ratio of GDP, and this ratio is also rather 
uniform—about 3 per cent—among a large number 
of countries.728 But in Denmark and the Netherlands 
it is two to three times as large; the reasons are cer- 
tainly connected with the relatively large size of their 
agricultural sectors, producing largely for export. 


The share of food expenditure accruing to sectors 
other than agriculture is expressed as ratio of food 
consumption in column 10. It appears to increase as 
the proportion of food expenditure to GDP declines 
(and as income per head rises). Statistical tests show 
significant degrees of correlation (see chart 3.8). 


y = food expenditure not accruing to agriculture as percentage 
of total food expenditure 


x food expenditure as percentage of GDP 
Xe GDP per head 


| 


| 


Number of 
observations r в 
41 у = 106.739 — 1.783 x — 0.919 4.34 
145.283 
41 log у = 1.929 — —0.922 4,52 
x’ 


Minor deviations could be simply explained by errors 
in the estimate of this residual item in food consumption. 
It is possible that an adjustment to allow for the pro- 
cessing content of foreign-traded food and for exports 
of non-food agricultural products“? would reduce 
somewhat the spread of observations around the regres- 
sion line. 


Projections of agricultural output to 1980 


Tentative projections to 1920 of agricultural output 
and employment are presented here. As already indi- 
cated, we propose for the projections to treat agricultural 
output as “ exogenous” rather than as determined by 
other economic variables. Our output projections are 
therefore based on recent projections of the gross volume 
of agricultural output made by the secretariat of OECD. 80 


77? Strictly speaking, it contains also the processing content 
of exported food, for which allowance could not be made. This 
could be of some importance for the two largest net food export- 
ers, Denmark and the Netherlands. For these two countries, 
the residual should be considered slightly lower than appears. 
The residual for countries importing processed food should 
be adjusted slightly upward. 

78 А. Simantov has also shown that the share in Sweden has 
remained rather stable for the last century. Op. cit., pp. 340- 
342. 

79 However for Norway and Sweden, forest products have 
been excluded from agricultural output in table 3.21. 

80 OECD, Agricultural Projections for 1975 and 1985, 1968. 
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CHART 3.7 
Share of agriculture in GDP compared with level of GDP per head 
y' (a) Share unadjusted 
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Моте.— Countries designated by car licence plates, except western Germany (WG), GDP per head is at 1963 factor cost in US $ at 
official exchange rates. The self-sufficiency ratio, used for adjusting the share of agriculture, obtained by relating the value of gross domestic 


о output, at current market prices, to the value of domestic supplies (production, plus imports, less exports). Data are from 
table 3.21. | 
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1a CHART 3.8 
Non-agricultural content of food expenditure 


(a) Non-agricultural content of food expenditure compared with 
share of food expenditure at current prices in GDP 
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(b) Non-agricultural content of food expenditure compared with 
level of GDP per head 
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Nore.— Countries designated by car licence plates, except western Germany (WG). GDP per head is at 1963 factor cost in US $ at 


official exchange rates. Food covers food, beverages and tobacco. 


We shall show later that these are not seriously out of 
line with the general international pattern of agricul- 
tural development displayed above. 

These projections appear to have been made broadly 
in the same spirit as our own general economic projec- 
tions. They are explicitly described not as forecasts 
but as extrapolations “on the assumption that present 
price trends will continue and that policies will remain 
unchanged ”. 

The OECD output projections are based on a country 
by country examination of production trends and 
prospects for each of the major categories of food and 
feed. The products studied cover, for most countries, 
80 per cent or more of total agricultural output and the 
sum of the projections is regarded by OECD as repre- 
sentative of total agricultural output.8! In principle, 
the projections of output are made independently of 


81 The products studied do not include fruit and vegetables, 
forest products, tobacco, cotton or other agricultural materials. 
For the south European countries and Italy, the commodities 


Data are from table 3.21. 


demand trends. But certain exceptions are admitted 
(such as poultry meat, pig meat and eggs). More gene- 
rally, to the extent that the projections rely in part on 
extrapolations of past trends which have necessarily 
been influenced by the development of demand, the 
output projections must incorporate a certain element 
due to the trend in demand patterns. 


The main features of the OECD projections are: 
(a) A considerable slowing down in the growth rate 


of agricultural production in most of the industrial 
countries in western Europe, compared with the period 


studied cover only 50 to 60 per cent of total output. In general, 
it is thought that not very different rates of growth can be expected 
for the total of these excluded products but this may not always 
be true of countries where forestry and fishing represent a large 
part of the “agricultural” sector. For forest products, see 
European Timber Trends and Prospects 1950-1980 (Supplement 7 
to Volume XXI of the Timber Bulletin for Europe). This joint 
study by the ECE and FAO suggests that the OECD projections 
for agriculture proper would not in total be very greatly affected 
by the expected increase in output of forest products, 


108 


Structural trends and prospects 


since 1952. The basic reasons for this slowing down 
are stated to be (i) the trends towards stabilizing or 
reducing the cultivated areas and (ii) the expectation 
that yields in the advanced countries will reach during 
the 1970s “a level closer to the optimum situation ”. 
This presumably implies an economic optimum in terms 
of current costs and prices; any such calculation—which 
must vary from country to country—is obviously dif- 
ficult to make and the evidence is not fully deployed 
in the OECD report. It is recognized, however, that 
unforeseen technical developments may succeed in 
raising this optimum. 


(b) The projected slowing down of output growth 
does not apply to the projections for Ireland, Italy, 
Portugal, Switzerland or Yugoslavia (until after 1975). 
In these countries, current trends and policies are ex- 
pected to lead to some acceleration of agricultural 
output growth. 


The OECD projections are made separately for the 
periods 1961-1963 to 1975, and for 1975 to 1980. They 
indicate a further slowing down after 1975, even in 
the countries where output growth is taken as accelerat- 
ing in the first part of the projection period. The country 
projections are summarized in the first three columns 


of table 3.22 and compared with the past trend. Both 
figures are in terms of gross value of final production 
at constant prices. 


Projections of output of certain basic commodities 
have also been made by the FAO, on rather similar 
principles, as part of the studies for the World Indica- 
tive Food Plan.82 The OECD projections appear broadly 
in concordance with those of the FAO, in that they 
also imply a slowing down in future growth rates in 
most western European countries. 


One main purpose of the OECD, as of the FAO’s 
projections, was to confront the current trends in output 
with those in demand—to set out quantitatively the 
imbalances to which current trends are leading.®? It 
becomes clear from the individual commodity projec- 
tions that—even allowing for the assumed slowing 
down in output growth—current trends and policies, 
together with the present organization of farming, will 


82 FAO, Agricultural Commodities: Projections for 1975 


and 1985, 1967. 

83 The corresponding demand projections are made principally 
by detailed analysis of trends in consumer demand, based on 
growth rates of real domestic product which are not very different 
from our projections. 


TABLE 3.22 
Growth rates of gross agricultural production and added value 


(Per cent a year) 


a! 


Gross agricultural production 


(at 1963 market prices) 


Added value (at 1963 factor cost) 


OECD projections 


Projections 


ee 1953-1967 Taken from 

to 1961-1963 1975 Least square 1961-1963 1975 to 1965-1967 

Country 1961-1963 to 1975 to 1985 trend to 1975 1980 to 1980 

Аа ое 33 1.8 0.9 №58 1.9 0.8 Tes" 
Bohai eugeceasooanenc PL Al 13 0.9 1.01 Ц 0.6 0.9 
Denmark” Wao see Pi 0.8 0.6 1.29 0.2 0:2 0:2 
Е ооо оо АС Dal eo ies 2.12 И et 1.4 
Кран. 2.6 2.3 1.3 2.41 1.9 С 1.6 
Western Germany ..... Del 9 1.0 2.202 У 0.8 1.4 
И ВИ особа coe 2 3 1.4 1.18 Dee 1.0 1.8 
о a re esaxn 1.9 Diol 2.3 2.19 Pye 1.9 2.1 
ОН 9 боросовоюое 2.0 1.4 ite 2.49 es 0.9 ey 
INOTWaye ree ie 0.5 —0.3 1.0 —1.11 —1.7 —0.6 —1.3 
Swedenimerr:.cnhivac tac —0.2 0.6 —0.1 0.38 —0.4 —1.3 —0.7 
НЕО So oanac ances 0.8 1.7 1.4 0.5 ° We? is} 1.6 
United Kingdom ...... 3.0 2.4 1.6 2.67 27 1.8 2.4 
о ооо so poet ole 4.5 3.5 Del 3.10 3.0 iL 2.6 
LEVON ABE! oe о 0.9 2.0 1.0 0.89 1.8 1.6 st 
Spartans. к 2.9 2.9 ф.7 3.01 PAS iS Яд 
В И В ис обв 3.4 2.4 РЗ 2.50 PL 2.4 PSS 
YAUMOSENIE! crogdecusnucs 4.6 4.6 250 3.05 3.3 Lies Dek 

Source: derived from OECD, Agricultural Projections for 1975 and 1985 (1968), table 12, page 50. 
Note. — Gross agricultural production represents total final agricultural output, net of imported feeding stuffs and store 


cattle. 


Projections relate to the products studied, net of grains used for feed (but not of concentrated feeding stuffs). 
Value added 1953-1967 trend taken from national accounts worksheets (contribution of total agriculture, forestry and fish- 


ing to GDP at constant 1963 factor cost). 


Projections are taken from gross agricultural production, adjusted to added values by the equations in table 3.23 (except 
for Denmark, Norway, Sweden and Yugoslavia for which the adjustment is arbitrarily chosen). 


а 1954-1966. 
> Estimated from figures of gross production increase. 
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continue to lead towards big changes in the western 
European supply/demand balance which would have 
Important repercussions on trade with the rest of the 
world; these changes, if realized, would in particular 
imply a very substantial fall in the grain imports of wes- 
tern Europe as a whole from the rest of the world and, 
as is now well enough known, a large surplus of dairy 
products. For beef and veal, on the other hand, the con- 
frontation of these output projections with demand 
projections for the area indicates an increasing de- 
Рлепсу of supply. This conclusion must be borne in 
mind in assessing the realism of the output projections. 


The OECD projections of over-all output in the left 
hand part of table 3.22 (and the comparable statistics 
for the past) relate to the gross value (at constant prices) 
of final production.®4 To fit into the projections of GDP 
used in our present work, these agricultural output 
projections must be converted into indices of added 
value at constant prices. This conversion requires an 
assumption about the trend of the ratio of current 
non-factor inputs, from other sectors or from imports, 
to gross production. To establish this relationship more 
firmly for the projections requires more thorough study 
than has been possible so far. The calculations which 
follow are based largely upon data for the period 
1957-1959 to 1963-1965 collected for a study of output 
and expenses in agriculture under preparation by the 
FAO/ECE Agriculture Division.8° The comparative 
results are broadly consistent with the input-output 
coefficients for agriculture resulting from a number 
of broadly comparable input-output tables now under 
analysis by the secretariat. 


The ratio of inputs to output in agriculture varies 
immensely between countries according to the level 


84 The indices of total agricultural output for past years 
(as in table 3.22) relate to the volume of gross total output net 
of imported feeding stuffs and store cattle. The indices sum- 
marizing the projections for the commodities studied are net 
of grains used for feed (but not of other concentrated feeding 
stuffs). See OECD; op. cit., table 12, page 50. 


85 Sixth Report on Output, Expenses and Income of Agriculture 
in European Countries (ST/ECE/AGRI/30). 


TAB 


Regression of added value in agricul 


of development and pattern of output. It is as high as 
50 per cent in the United Kingdom, around 40 per cent 
in most of the other western European industrial coun- 
tries (including Denmark and Ireland but with the 
exception of France and Italy, where it is 20 to 25 per 
cent) but falls to 10 to 20 per cent in southern Europe. 
Moreover, the proportion of inputs to outputs, as 
might be expected, has generally been increasing. Hence 
the rate of growth of added value in agriculture, which 
is the figure we require, “has generally been significantly 
less than that of gross output. 


Added values appear to have grown by about | per 
cent a year less than gross output (both at constant 
prices) in most of the more advanced countries (in 
1957-1959 to 1963-1965): but the difference is much 
less than 1 per cent in the United Kingdom (where 
the proportion of inputs is already very high), in France 
and Denmark and in most of the southern European 
countries (where the proportions of inputs are rather 
low). 


A careful projection of the growth of the agricultural 
contribution to GDP would require, inter alia, detailed 
assumptions about the future pattern of production by 
commodities. For the time being, a short cut has been 
taken. Linear regression equations have been calculated 
for most countries relating changes in gross production 
to those in added value (at constant prices) during the 
years 1957-1965, and the resulting coefficient has been 
applied to the OECD gross production projections 
to yield our projection for added value. The equations 
are shown in table 3.23.86 


The resulting projections of agricultural output 
volume (added value) are shown in the right hand side 
of table 3.22 and are compared with the trend values 
for the growth, of agricultural. output in 1953-1967 as 


86 The data are derived from the worksheets used in the 
FAO/ECE study referred to above. Available data for Yugo- 
slavia are not strictly comparable; for Denmark data at constant 
prices are not available; for Norway and Sweden no useful 
correlation was found. For these countries, an arbitrary extra- 
polation of the share of inputs was made. 


ВН 8.23 


ture (у) to gross agricultural output (x) 


(at 1963 market prices) 1957-1965 


a що о_ождд__цж—«а«Ч——„’'—А/—А——/—/—/,————————А_А_А_ 


Country 
а о tee Е 
Belgium .... Fe Mah AS Ao rig MOE | 
Е О о оо оо обои 
Btancer еее АКК 
Wresternn Gerinanyin cis. «shui astidele ve - 
тебе ина о О 
ее sor sats ; Mat meee te 
Vital wagers eerste? Sane 
INethenlandSiea ccm ue cer: м. 
Portigali еее: ОИ 
ра о о 
Switzerland) 2... | 
MUGKEV ати: close 


5 


United Kingdom ....... Reg 4 — 


Current inputs 


Correlation as per cent of x 
У Coefficient (r) (1963-1965) 
1277 2-10. 69% 0.906 27.6 
5582 + 0.40 x 0.658 Biko 
371 + 0.62 x 0.942 220 
7067 + 0.60 x 0.970 De 
3256 + 0.52 x 0.777 В.Э 
3069 + 0.78 x 0.995 13.4 
62.5 + 0.42 x 0.889 31.6 
898 + 0.61 x 0.978 19.4 
674 + 0.48 x 0.919 43.5 
1671 +- 0.78 x 0.997 ЦЭ 
4254 -- 0.74 x 974 14.4 
243 + 0.60 x 0.865 33.6 
1907 0.9% x 0.994 14.9 
173 + 0.56 x 0.980 53.6 
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recorded in the national accounts. According to these 
projections—which, it should be recalled, reflect basic- 
ally an interpretation of current trends and policies— 
agricultural output growth in the fully industrialized 
countries would be fastest (nearly 24 per cent a year) 
in the United Kingdom, which has had the highest 
agricultural growth rate in the past (but also the lowest 
degree of self-sufficiency). In most of the other countries, 
the projected agricultural growth rate is put at between 
1 and 2 per cent a year. The exceptions among 
the more industrialized countries are Norway and Sweden 
where declining agricultural output is projected and Den- 
mark where output is taken as stationary.8? Among the 
southern countries, output is taken as increasing by 
2 to 24 per cent a year in Greece, Spain, Turkey and 
Yugoslavia. The margins of uncertainty in terms of 
total output growth are not, in fact, very wide. Thus 
for most industrial countries, the range of agricultural 
growth rates is taken to fall from around 1$ to 24 
per cent a year in the past to between | and 2 per cent 
a year in the projection period. 


By anticipating the projections of GDP in all sectors 
other than agriculture, to be described in section 5 
below, we can express the agricultural output projec- 
tions as shares of projected GDP in 1980. These shares 
can then be compared with the calculations already 
described which display a certain international pattern 
in agricultural shares in the economy in relation to the 
level of income per head. 


Our projections in fact appear reasonably consistent 
with the equations derived from cross-section analysis 
and time series for the periods 1953-1955, 1959-1961 
and 1965-1967, bearing in mind the considerable devia- 
tions from calculated values shown in some cases (see 
chart 3.8). (An adjustment to allow for the degree of 
self-sufficiency in food is not practicable in respect of 
the projections.) The general result is that in most of 
the industrial countries, the share of agriculture in GDP 
implied by the projections settles down by 1980 at 3 
to 6 per cent, while for southern European countries 
the shares will range between 10 per cent and 20 per 
cent. The output shares in 1980 obtained from our calcu- 
lations are shown in table 3.24 and represent the basis 
for the projection of employment in agriculture. 


Projections of agricultural employment 


Some possible projections of changes in agricultural 
employment, from 1965-1967 to 1980, are tentatively 
outlined here. 


We already have the projected evolution of the agri- 
cultural share of GDP from the output projections just 
described (see table 3.24, columns 1 and 5). Wecanalso 
make use of projections of the total labour force in 
1980 already made by the Secretariat.88 (Subsequently, 
in section 5 of this chapter, we shall see how far these 
total labour force projections are consistent with the 


| 87 In Norway, Sweden and Denmark gross agricultural output 
is, however, projected as increasing slightly. 

88 See Economic Survey of Europe in 1968, chapter Ш, especially 
appendix IX. 


projections of total output but minor variations in 
them would not much affect the present calculation). 

To derive projections of agricultural employment 
(and, by implication, of non-agricultural employment) 


we introduce two alternative hypotheses about the ~ 


future development of relative productivity (added 
value per person engaged, at 1963 factor cost). 


Hypothesis I is that output per head in agriculture, 
relative to the total economy, will remain соп- 
stant at its 1965-1967 ratio. For most countries, this 
implies the persistence of a relative depression of the 
agricultural sector, contrary to general policy targets. 
This hypothesis can be taken as implying something 
like the minimum decline in agricultural employment 
which can reasonably be considered.89 


Hypothesis II is that relative productivities will change 
in accordance with the equation on page 101 above, 
which shows a reasonably well-fitting correlation be- 
tween the shares of agriculture in total output and in 
total employment. 


These alternative hypotheses are applied in table 3.24. 
In this table, countries are divided into two groups. 
Group П covers the countries which have, in the past, 
experienced a labour surplus and most of them have 
tended to be ~migration countries; they are also the 
countries with the largest shares of agriculture in their 
output and employment structures (well over 20 per 
cent for employment). The remaining west European 
countries (all the countries classed in this study as 
“industrial”, except for Italy, Finland and Ireland) 
make up Group I. 


Both hypotheses show, of course, a reduction in the 
employment share in agriculture, in all countries, between 
1965-1967 and 1980. Hypothesis П reflects the internatio- 
nal pattern derived from past ‘experience, by which 
relative productivity in agriculture rises as the agri- 
cultural share of output falls and as GDP per head 
increases. 


Once the totals for agricultural employment in 1980 
were so determined, the total labour supply for the rest 
of the economy was derived as a residual. Projected 
rates of change in employment in agriculture and in 
the rest of the economy are shown in table 3.25, compared 
with past rates of change. 


It must be observed that declines in farm employment 
(both past and future) are not necessarily shifts to other 
activities. They may result from departures from the 
labour force, by death, retirement, or simply with- 
drawal. The estimated changes in non-agricultural 
sectors represent the total ие! supply of labour for these 
sectors, derived from demographic developments in the 
domestic population, changes in age- and sex-specific 
activity rates and shifts from agriculture. It is, never- 
theless, true that a very large decline in agricultural 
89 It was noted above that changes in relative productivity 
in the past, at constant prices, have not necessarily been the 
same as changes in relative money incomes, because of changes 
in agricultural prices (factor costs per unit of output) relatively 
to other prices. To determine the effect on relative incomes 
of any projections of relative productivity would require a fur- 
ther assumption about relative prices. | 
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TABLE 3.24 


Shares of the agricultural sector in output and employment in 1965-1967 and projected in 1980 
(Percentages) 
ee a ee Ree ee ee 


Actual in 1965-1967 


Projected in 1980 


Relative output 


Outen per head 
ee ae an И Employment share 
County ( es eer ee Maes ео oes iG re pa Hy я Hi о 
1 2 3) 4 5 6 7 
Group I 
United Kingdom ...... 3:6 357) 112 HUB) 3.0 251 2-Й 
Western Getmany ae. 5) 55) 10.7 Sul 49 366) Holl 5.6 
Switzerland ее о 8.1 68 66 В 5.4 5.4 
Вен и. 5.9 523 UL 112 3.8 Bai 3.4 
еЧе а. ares 6.5 i 58 55 За ne) 4.7 
Мора hss sie we 7.8 18.1 43 38 9.5 8.1 Sao) 
INethenlandsee-:-eye setae Sh, 8.3 105 105 5.5 Se 502 
France ease м ЗЕЯ 9.0 16.2 56 51 6.0 0:7 10.1 
Е eee rcs rr Я 20.2 45 40 59 3.1 959 
ГОО < од ава ites} 16.6 68 64 6.5 6 9.6 
Group II 
Italy Sera rer Во ЗЕ Sys) 22.8 59 53 8.8 14.9 14.9 
Finland ho, Me Eee рез 16.5 PISS. 64 ой 10.6 16.6 16.6 
а awh os thas a hate 34.2 5 41 10.2 19.6 17.8 
о 18.5 34.9 55 42 9.8 SS) И 
ПЕК олово оно а 19.8 Aula I 64 55 15) Dea Deal 
(Ооо ее str s ra 22.8 SEI 46 29 Biel 28.5 (Z3R 2) 
WilgOSIAVIal | op pease oe chee 24.2 62.5 43 25 12.4 28.8 21.9 
о Се 36.7 ИА 50 PBI 20.0 40.0 (35.9) < 
Note. — Group I covers countries with an employment share in agriculture, in 1965-1967, of 20 per cent or less, and Group II 


countries with a share of more than 20 per cent. Group II countries have, in the recent past, been net emigration countries. 


Hypothesis I assumes that relative output per head in agriculture in 1980 will be the same as in 1965-1967, that 


Col. 5 


is Col. 6 = ‹ 100 


Со. 3 


Hypothesis И assumes that relative output per head in the various countries will move according to the equation reflect- 
ing the cross-country pattern, taking together the periods 1953-1955, 1959-1961 and 1965-1967 (employment share = 1.8431 
output share — 0.9727; see chart 3.6); this hypothesis is not, however, applied to countries which were already in 1965-1967 
below the regression line (for these cases, Hypothesis I is repeated). 

а Results for countries not included in the equation from which Hypothesis If is derived (Greece and Turkey) are shown 


in parentheses. 


employment—by comparison with past experiences— 
might affect over-all activity rates and could invalidate 
а total labour supply projection based on previous 
trends. This is simply because the age/sex composition 
of the agricultural labour force is in some countries 
such (large proportions of old people and working 
wives) that loss of agricultural employment could mean 
only complete withdrawal from the labour force. The 
changes from previous trends implied by our projec- 
tions, even on Hypothesis П, are hardly large enough 
to bring this factor into play. 


(iv) Growth in the public services 


Within the public service sector, certain branches 
deserve separate consideration. The greater part of 
this section, (a), necessarily deals with the sector as a 


whole, with some comments on defence expenditure, 
in (b) some tentative estimates are made for civilian 
output separately and in (c) for health and education 
services. 


(a) Total public services 


It must be emphasized from the outset that the basic 
data relating to output and employment in public services 
(as summarized in table 3.26) suffer from many defi- 
ciencies. The main difficulty is the familiar one of estab- 
lishing any meaningful measure of “ output at constant 
рнсез ”—а conceptual difficulty which affects also 
other services with no clear units of output, but which 
is rendered still more acute for services not subject 
to any price or market valuation. The measures of real 
output adopted in national accounts are necessarily 
arbitrary, and—which is more important for the 
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TABLE 3.25 


Expected changes in agricultural employment and labour supply for non-agricultural 
sectors, 1965 to 1980, compared with past changes 
(Annual rates of change ) 


2.0 a eee eee eee ee 


Past change @ Expected change 1965-1967 to 1980 

В _ In agriculture In other sectors 
$ и Hypo- Hypo- 

in agri- in other Hypothesis | Hypothesis thesis thesis 

Country Total culture sectors Total it II T Th 

(1) (2) (3) (4) (5) (6) (7) (8) 
United Kingdom ....... 0.6 —2.7 0.7 OFZ —1.0 —1.0 0.2 0.2 
Western Оениану и Пой —3.6 ИО 0.0 —2.8 —4.5 0.3 0.4 
ЗУ! дрьорансоюяс ileal —3.9 1.6 0.4 —2.4 —2.4 0.6 0.6 
Вет ооо лье 0.6 —4.0 0.9 0.4 —2.6 —2.6 0.6 0.6 
Sweden а: 0.6 —4.1 eS) 0.0 —5.2 —6.0 0.5 0.5 
Мо re asccpepeolore havens! a's 0.3 —2.8 ez 0.4 —5.1 —7.7 1.3 и. 
Netherlands: о... 1.2 —3.0 odd то —2.3 —2.3 Nez ite 
аб 0.3 —3.5 1.3 0.5 —2.4 —2.8 1.0 1.0 
Е Mens wots оно Ola eae 0.4 —3.3 ый 0.0 —3.0 —4.9 0.6 0.9 
Denmark сео sere в. —2.5 2 0.2 —3.7 ==Зь 7 0.8 0.8 
ОА Ор 0.3 —2.7 —3.4 0.5 0.6 
а а earns 0.4 —3.4 2.0 О —2.3 —2.3 1.4 1.4 
вала te о ни ИС —1.8 PE 0.5 —2.6 —2.6 1.3 133 
Бра основе 0.8 —1.7 2.4 0.9 —3.1 —3.7 Е, 25 
оао ея 0.2 —2.0 ied 0.5 —3.9 —4.5 2.1 92 37 
О о ое ое 0.1 —2.6 ea) 1.4 —1.4 —1.4 7b oe Zee 
ВО осно etre id 0.6 —1.3 Dad 0.6 —3.7 —5.2 Shee aa 
оао 0.7 —0.8 4.1 И —4.2 —4.5 6.0 6.7 
Ко нон 0.9 0.1 Ses 2.8 —1.6 —2.3 8.9 9.4 
Totals СОТА 1 Зороворов В —2.6 —3.3 3.3 326 


Nore. —- See table 3.24. 


@ In general least square trend 1953-1967. For Ireland LST 1958-1967; for Spain 1954-1967; 1960-1967 for Portugal and 
Switzerland and 1960-1965 for Turkey. 


TABLE 3.26 


Output and employment in public services: shares of total economy and trends 


Share in total economy 


in 1963 Rates of growth — per cent a year 
Per cent (least square trends 1953-1967) 
Country Output Employment Output 4 Employment Productivity @ Elasticity © 
AUS thane tes Che en 2.8 LO Saco 2.98 0.28 0.60 
ЩИ, oo ubudoouanne 12.5 12.9 5.01 И.З 61 1.40 
РЕ побоев аоаао iS) ne 4.68 Me т OF, 
О sa cid ge Gorin во т 9.5 4.53 3.61 0.88 0.95 
Е 2 econo Wah tan 14.8 Ей SN The i a) 2.30 On73 
Western Germany ... 9.4 п 4.74 1.86 2.83 0.84 
о оо 11.9 8.2 9 2.59 0.75 0.60 
Netherlands) о. 14.8 14.4 3.88 о 2.04 0.77 
"Могу 11.0 12,2 4.70 2.46 2.18 87 
SMG Bofbandanesaer 126 14.1 3.74 4.42 —0.65 0.88 
United Kingdom .... 11.0 14.8 (0.5 0.86 0.06 0.24 
Note. — Qualifications on the comparability of these figures are emphasized in the text. 


@ Note particularly the important reservations to these series, as recorded at 1963 prices, discussed in the text. 
6 Ratio of growth of public service output to growth of СОР less public services, 


~ Vase 
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present study—vary widely between countries. In some, 
the simple total of numbers employed is used as an 
indicator of real output implying constant output per 
head. In some, (e.g. the United Kingdom) the numbers 
employed are, wherever possible, weighted by grades 
and by sex according to relative pay; thus a change 
in productivity occurs only because of a change in 
staff composition (the assumption being constant output 
per head in each pay grade).9° In other countries, direct 
indicators of “output”, or assumptions about produc- 
tivity increases, may be used. The substantial produc- 
tivity increases recorded in Belgium and _ western 
Germany suggest some such method. For these reasons, 
differences between countries in the rate of “ output ” 
and “productivity” increase in public services are 
mainly due to differences in methods of measuring 
real output; the recorded changes in employment may 
be more significant. However, there are also differences 
between countries in the range of activities covered 
by the public service sector. In principle, we have attemp- 
ted to include the categories health and education, 
both public and private, as well as public administra- 
tion and defence.9! The distinction between private 
and public health services, in particular, is largely irrel- 
evant to the present type of analysis. It is not important 
for our purpose whether health services are publicly 
provided as in the United Kingdom (with or without 
some specific charges being made), or are privately 
organized as in France, Italy and the Netherlands and 
in whole or part financed by transfer payments. In fact, 
however, the data available, particularly in respect of 
health and education, do not have the same coverage. 
Thus the Belgian figures exclude both public and 
private hospitals; the Italian figures appear to exclude 
private education (which is small) and health (the great- 
er part of health services); 9? the United Kingdom 
figures also exclude private education (which is appre- 
ciable) and private health services (relatively small). 
These are only some of the incomparabilities which 
may affect the results of any international analysis. 
When national data are compared in detail, other anom- 
alies are found which suggest significant differences 
in statistical conventions. 


Notwithstanding these reservations, it is possible 
to draw some conclusions about the kinds of trend 
operating in the public service sector. The procedure 
must necessarily be to analyse the figures as they are 
recorded, qualifying the results when they appear to 
be heavily influenced by statistical incomparabilities. 
More reliability can often be attached to trends over 


90 Previously, direct “output” indicators such as number 
of pupils, bed-days in hospital etc. were used in the United 
Kingdom for measuring health and education services. But 
these proved unsatisfactory and were given up. 

91 These are the categories for which information is requested 
in the OECD national accounts questionnaires and are given, 
so far as available, in the OECD annual “ National accounts 
of OECD countries ”. 

92 According to the OECD “ National accounts ” tables. 
But similar figures given, for example, in Relazione generale 
sulla situazione economica del paese (1967) appear to include 
at least public health and education. 


time in individual countries than to cross-country 
comparison. 


From the data on public service output and em- 
ployment, summarized in table 3.26, it can be seen that 
the estimated shares of employment (which include 
the armed forces) vary between 7-8 per cent in western 
Germany and Italy and 14-15 per cent in the Nether- 
lands, Sweden and the United Kingdom. There are 
some signs of a positive correlation between the employ- 
ment share and the level of income per head if we ignore 
the very low employment share in western Germany, 
which is subject to some doubt.% 


The relations between employment shares and output 
shares in 1963 (at current prices, and so not affected 
by the doubts concerning real output measurement) 
may also be significant. In some countries with rela- 
tively high income per head—Norway, Sweden, and 
the United Kingdom—the employment share of public 
services in the economy exceeds the output share: output 
per head—which means essentially labour income 
per head—is less than that in the rest of the economy. 
In Austria, Finland, France and Italy, the level of out- 
put per head in the public services is above average. 
The latter countries, as have been noted in the previous 
section, are countries with high shares of agriculture 
in the economy and a corresponding low level of agri- 
cultural output per head pushing up relative output 
per head in all non-agricultural sectors. 


The growth in public service output as recorded, 
shown in table 3.26, varied between just over 3 and 
about 5 per cent a year in 1953-1967; the exception is 
the United Kingdom with an annual increase of only 
1 per cent (the reason being the rundown in defence 
expenditure in the 1950s). In most countries, (except 
Belgium, Denmark and Norway) these increases were 
less than in GDP as a whole. Elasticities against GDP 
are calculated (table 3.26) against the growth of GDP 
less public services. Comparison of these elasticities 
may not appear very meaningful in view of the different 
methods of measuring public service output, but they 
serve a purpose in the projections subsequently made. 
And there is some indication that the elasticities tend 
to be greatest where the growth rate of output in the 
economy as a whole is slowest (with the notable excep- 
tion of the United Kingdom—again largely because 
the relative defence expenditure was falling). This con- 
clusion—suggesting that public service output served 
to some modest extent as a long-term _ stabilizing 
influence on growth—is supported by a number of analy- 
ses for individual countries showing over time the 
elasticity of growth in public service output against 
that in the rest of the economy. Out of eleven countries 
tested, eight showed significant relationships; all except 
the United Kingdom suggest that the growth of public 
service output has been rather less in periods of faster 


93 The official estimate of employment used here is consistent 
with that used for other sectors and includes public health and 
education. But a different set of estimates of employment dis- 
tribution (from the DIW) yields a considerably higher pro- 
portion—about 9$ per cent in 1963 (of which, 14 per cent 
in the armed forces). 
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TABLE 3.27 
Shares of public service output in GDP (1963 prices) and of public service employment in total employment 


Share of public service output 
in total output 


Share of public service employment 
in total employment 


Change in Change in 

1953 1967 percentage 1953 1967 percentage 
Country per cent per cent points per cent per cent points 
ИА Babe no ccedeesosaapoods 16.2 12.3 —3.9 8.1 tS +3.2 
Ве ыы 11.1 13.1 +2.0 125 14.1 +1.6 
Finan Ga оборона ров 11.8 13 —0.5 WD 10.8 +2.9 
PEAINCE Mac eres eens и ny us 16.8 14.1 —2.7 11.0 19.3 +2.3 
Western Germany eee ee 10.6 Del —0.9 7.6 Sel +0.5 
NEAL Bread aes SOOM ое 14.6 1:2 —3.4 6.9 9.0 2.1 
INetherlandStper ое 15.8 14.4 —1.4 13.5 15.4 +1.9 
INGE Way а о 10.2 11.0 +0.8 10.0 Е. +3.3 
Swed ооо о ноте 181 W206: —0.5 10.0 il +7.1 
United Kingdon eee el 13.8 10.9 —2.9 15-1 16.3 41.2 


о ов ЩЕ Е Е 


growth of GDP.%4 Since output elasticities have been 
mostly less than unity—which may well be a result 
of the statistical conventions—the share of recorded 
public services output in GDP has generally tended 
to fall (see table 3.27). There is, moreover, a positive 
correlation between the magnitude of the public service 
share at the beginning of the period (1953) and the extent 
of its subsequent decline, indicating a certain degree 
of convergence. 


A better guide to the dynamism of the public service 
sector may be derived from the changes in public service 
employment (table 3.26). They show a rather wider 
range of growth rates than does output; the biggest 
increase in employment—over 4 per cent a year—was 
in Sweden, followed by Finland; the smallest was under 
1 per cent in the United Kingdom. 


Public service employment considerably increased 
its share of total employment in all the countries 
reviewed; the elasticity of public service employment to 
total employment was in all cases well over one (although 
very little over one in western Germany and the United 
Kingdom). By far the biggest increase in the share—as 
in the rate of increase—was in Sweden, from 10 per 
cent to 17 per cent between 1953 and 1967 ;35 the smallest 
increase, from 74 to 8 per cent, was in western Germany. 
Again, it must be remembered that differing coverage 


94 The equations for the eight significant cases (with г at 
least 0.71) are: 


BID 6 noo bo dgencDeo SS PS) — PAL 3 
Einlanditan: cece coe y= 1.79 — 0.17 x 
IMINO. Aoeod bo ots oe y= 1.48 — 0.14 x 
Western Germany...... = 1.85 — 0.18 x 
Italy wero cen tere p= 1.01 — 0.07 x 
Мора у = 2.40 — 0.28 x 
ЕЕ В № == 1.27 — 0.09 х< 
United) Кыеаом....... у = —1.94 + 0.72 x 
y = elasticity of growth rate of public service output to x 


x 


growth rate of GDP less public service output. 


а Included although г = 0.65. 

95 Since the recorded output increase was rather small in 
Sweden, a decline in productivity is implied. This may well 
be the result of a particularly cautious method of estimating 
real output in public service. But there may also be differences 
in coverage between the output and employment figures. 


of the public service sector may be partly responsible 
for these differences. 


Public output and public expenditure 


Direct public service output represents, of course, 
only a fraction of total general government expenditure 
—and a fraction varying greatly from country to coun- 
try. The size of the fraction depends on the relative 
importance of particular public services (for example, 
on the size of the armed forces), on the arrangements 
made for financing, for example, health services (whe- 
ther by direct provision or by transfer payments) on the 
relative importance of investment to current expen- 
diture, etc.96 


A comparison can be made between public service 
output and public consumption (general government 
current expenditure on goods and services). Two points 
may be noted. First, the elasticity of growth of public 
consumption to GDP (both at constant prices) has 
most often been below 1—very similar to that of public 
service output (see table 3.28). If total general govern- 
ment expenditures have risen faster than GDP, the dyna- 
mic elements must have been, in most countries, transfer 
payments and public investment. 


Secondly, there are very marked differences between 
the ratios of public consumption to public service output 
(also shown in table 3.28). On the whole, higher ratios 
appear in countries at higher income levels. Thus in 
Sweden and the United Kingdom public consumption 
is nearly twice as large as public service output. In 
Austria, Belgium and France, the two are approximately 
equal. In part, this can be explained by different com- 
positions of expenditure and differences in financing 
arrangements; but (as table 3.28 also shows) much 
the same differences appear when health and education 
(the services most likely to be affected by differences 
in financing arrangements) are, wherever possible and 
rather approximately, excluded.9’? These differences 


96 For a detailed analysis of expenditure trends in certain coun- 
tries, see Frederic L. Pryor “ Public expenditure in communist and 
capitalist countries ”. 

9? For methods of excluding health and education, see р. 116. 
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ый TABLE 3.28 
Relations between public consumption® and public service output 


Ratio of public Elasticity © to growth of 
consumption to public GDP less public services 


service output 1965 © 1953-1967 
Including _—_ Excluding Public 
health and health and Public Service 
Country education education consumption output 
Зее 1.87 3.0 1.01 0.88 
United Kingdom 1.84 1.9 0.33 0.24 
ее аа... 1.67 —- 0.54 0.77 
IMIGIAWEN? os cade gece cn Ноя! PRA 153 ИТ 
Western Germany 1.49 1.2 1.06 0.84 
emma kame sie 1.34 oF 0.94 1.07 
Е оао enn: gee 1:27 1.8 1.02 0.95 
НЕЙ ое авео 1.20 0.7 0.50 0. 60 
ДИ erento ae 1.04 ihe) 1.25 1.40 
а ое 1.03 = 0.58 0:73 
О oe en a a 0.8 0.73 0.60 
ireland ees... See. a Me 0.59" 


% General government current expenditure on goods and services. 
> At 1963 prices. 
с Ratio of least square trends; 1963 prices. 


represent, essentially, differences in the proportion 
of inputs from other sectors to public service output. 
The suggestion is that where the ratio is high—broadly 
in the higher income countries—the public services 
require more elaborate inputs in the form of equipment 
and other outside supplies and, correspondingly, have 
a greater relative demand impact on other sectors of 
the economy. 

National trends over time in public consumption elas- 
ticities to GDP show a rather more systematic pattern 
than those in public service output. An analysis testing 
for changes in these elasticities during the period 1953- 
1967 (summarized in table 3.29) shows a general tendency 
for elasticities to increase over time (except in Belgium, 
where it was high at the beginning of the period, and 
Sweden where it remained high throughout). 


TABLE 3.29 


Elasticities of growth of public consumption ® against growth of 
total GDP (at constant market prices): results of best fitting 
equations, 1953-1967 


Changing elasticities 


Constant — — — - 
Country elasticities 1953 6 1967 © 
о Ро оне 0.50 0.35 0. 68 
Belem ее». 1.25 1.41 Meee 
IDEnmarke еее. 0.94 (5 748) 1.21 
Finland) Sic. sowed ss 02 0:73 5 
ERATICO о 0.58 0.51 0.65 
Western Germany ..... 1.06 0.69 1.54 
rel atid о р ии ин Е 0.59 (05 0. 64 
Е ое Oe We 0.67 0.79 
Netherlands: “2. ae..s.-- 0.54 0.46 0.60 
Кора ео. , #3 0.89 1.42 
Sweden ее. 1.01 1.01 1.00 
United Kingdom ...... 0.33 0.30 0.38 

Source: equations derived from data in OECD, National Accounts of OECD 


countries. 
а General government current expenditures on goods and services. 
5 Trend values for 1953 and 1967 derived from equations. 
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A comment may be made on the share of defence 
expenditure as an item of public consumption.%8 Figures 
of defence expenditure in 1965 as a share of GDP are 
given below, countries being ranked in order of GDP 
per yan (at official exchange rates, and 1963 factor 
cost): 


Per cent defence 
expenditure to GDP 1965 


Swedenbe eric qm eetcciane 4.4 
Steel 4s a6ancc0ceone 2.5 
Denmark gare een uterine 2:7 
О ya cee ere 4.2 
Western Germany ........ 4.0 
Мо ali) 
United Kingdom ......... 5.9 
Belgium ть, eae 2.9 
а 1.8 
ее а 3.8 
Е, О О 13) 
tal yates orth оо DAO 
аа Apri ter eee 1.2 


Source; OECD, National Accounts of OECD countries, 1958-1967. 


The point that emerges is that the share of defence 
expenditure is not related to the level of income per 
head. But it is related, in a general way, to the size 
of country. The four big countries—United Kingdom, 
western Germany, France and Italy—all show high 
defence expenditures in relation to their place on the 
income scale. Among the smaller countries, the Nether- 
lands, Sweden and Norway stand out with relatively 
high shares in relation to incomes. 


Projecting public service output 


Projections of public service output must necessarily 
incorporate the statistical incomparabilities which apply 
to the data for the past. Projections are suggested in terms 
of elasticities to GDP excluding public services. The 
results in terms of projected growth rates of output 
are given below. 


Elasticity of growth of public service output 
to growth of GDP less public services 


(1963 prices) 


1953-1967 1965-1967 to 1980 
Аа оо о 0.60 0.9 
Вер и: 1.40 3 
Menmarker и es ee SOU 1.1 
J eybal OVO I <P eas eens o conietn 6 Я 0.95 1.0 
Brance eens ties ene s 0.73 0.8 
Western Germany .............. 0.84 1.1 
tal War toe и 0.60 0.6 
Netherlands: со ера О 0.9 
Е оо носов iN ile 1.0 
Се те 0.88 0.8 
United Kingdom 0.24 07 


It is difficult to justify any precise set of projections 
for this uncertain area. Taking into account the trends 
already described, not only in output but also in employ- 
ment and in public consumption, and their shares in 
the economy, the following set of elasticities is pro- 
posed as a basis for projection: 

98 Separate data are not generally available on defence oufput 
(figures are however given for Belgium). 


116 Structural trends and prospects 


The tendency noted above for increasing elasticities 
of public consumption to GDP in most countries is 
the main factor taken into account, and assumed to 
extend to the trends in public output. It is however 
very clear from the preceding analysis that public con- 
sumption, and public service output, are not wholly deter- 
mined by the trends in the rest of the economy; govern- 
ment policies and social needs play an autonomous 
role, although within constraints set by available re- 
sources and tax capacity. Some account is also taken 
of the distinction between defence and civil output, 
giving more weight to the trend in civil output as measured 
by methods to be described below. 


(b) Civilian public service output 


An attempt has been made to estimate separately 
output and employment in public services excluding 
defence (and including health and education to the 
extent that they are included in the basic data). Esti- 
mates of employment in civilian services have been 
made directly. Very tentative estimates of civil output 
have been made for each year by striking an average 
between two relevant indicators: (a) the share of civil 
public employment in total employment and (6) the 
share of civil consumption in total public consumption.® 


Elasticities of these estimates of civil output (against 
growth of GDP less all public services) are shown 
in table below. They are generally higher than those of 


TABLE 3.30 


Elasticities of civil public service output against GDP 
less public service output 


Total civil public Неайй and 


Country service output © education output © 

О о eateries 0.60 0.77 
Вами ооо 1.67 1.64 
Finland! оо. а 1.17 
та ay Sess eee rome 0.95 1.54 
Weal (Ces? Saccccocnons- 0.62 0.76 
а crue ances everspo erornien 0.75 oe 

INetherlandSie, case ie 1.04 1 
INOLWAY? sharon nites. weer nro 1555) 1.44 
ое ен Crime ve aatee 0.95 dey, 
United Kingdoms eens a 0.95 1.14 


4 Ratios of least square trends 1953-1967. 
» For basis of estimates, see text. 
с Note differences in coverage referred to in text. 


total public service output, and are lower only in western 
Germany (where the building up of defence services was 
a factor in the high elasticity for total public service 
output). But most of the elasticities (including that 
for the United Kingdom which was only 0.2 for total 
public service output) are close to | for civil output. 


: 98 The validity of this method has been tested for Belgium, 
for which separate figures are given of civil output and defence 
output (INS, Etudes Statistiques, 1968, No. 19, p. 9). Our method 
in this case overstates civil output by about 2 per cent. 


An attempt to calculate the elasticity of civil output 
separately with growth of GDP (less public services) 
gave negative results in most countries, including all 
four big countries, but good results in three of the 


smaller countries—Belgium, Norway and Sweden.100 


This finding contrasts with the correlations reported 
above between fotal public service output and GDP 
growth for several large and small countries. It may 
be that defence is less flexible in the larger countries 
and that marginal adjustments are therefore more 
likely to fall on civil output. 


The share of civil public employment (as of total 
public service employment) in total employment has 
been increasing in all countries, in some countries very 
considerably. 


(c) Health and education 


Some data on health and education “ output” are 
available for most countries, but not for Denmark, 
Ireland and Italy. The data for France and western 
Germany cover private health and education only 
(government services being included in “ public admin- 
istration and defence”); in these two countries, how- 
ever, this would include the bulk of health services, 
although not of education.10! The data for other countries 
are also subject to some uncertainties as regards their 
coverage. 


For the limited number of countries for which the 
figures appear to cover effectively the greater part of 
health and education, the share of these services in GDP 
is as follows: 


Share of health and education in GDP 
(factor cost, current prices), 


1965 per cent 
Binland eet oen ово = 7.8 
Netherlands ее. 7.6 ® 
Мора 6.7 
Зент. 92 


Source: OECD, National accounts of OECD countries, 1958-1967. 
@ Excluding private education. 


Note. — The corresponding estimates for the percentage share 
of health and education in total employment, for the four countries 
quoted above, are: Finland 5.9, Netherlands 6.2, Norway 7.1, 
Sweden 8.6; significance cannot be attached to the differences 
from the output proportions, because of possible differences in 
coverage. It may be added that for the United Kingdom the pro- 
portion of education and health services output, excluding private 
services, is about 4 per cent of GDP which might be increased to 
something over 5 per cent if private services were included; but 
the proportion of total employment in educational and medical 
and dental services is distinctly higher — about 7 per cent. 


The growth rates of output in the health and education 
services, as defined in the national statistics, are related 
to growth of GDP (less public services) in table 3.30 


100 The equations are: 


у = elasticity of growth rate of civil output to x. 


x = growth rate of GDP less public services. 
у 
Вер... у = 4.40 — 0.83 х 0.95 
INOEWay \.,.. у = 4.04 — 0.70 x 0.94 
Sweden...... и = 3.08 — 0 42x 0.69 


nO The United Kingdom figures exclude private health and 
education, and the Netherlands private education, but these 
exclusions may be of less significance in these countries. 
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for nine countries. Except for Austria 102 and western 
Germany, the elasticities are well over 1; they are mostly 
higher than the elasticities for total civilian public 
output (shown in the same table); they are very much 
higher than the corresponding elasticities for total 
“public service output (table 3.26)—most markedly in 


102 The exceptionally slow growth of these services in Austria 
suggests that the figures are not in fact comprehensive. 


the United Kingdom—everywhere except in western 
Germany (where the expansion of the armed forces 
pushed up the elasticity for total public service output.) 


From the limited and uncertain data available, the 
conclusion emerges that the growth of the health and 
education services, in relation to the over-all growth 
of the economy, has been the most dynamic element 
in the public-service sector. 


3.4 SPECIAL FEATURES OF STRUCTURAL DEVELOPMENT IN SOUTHERN EUROPE 103 


Many reasons. call for a more pragmatic approach 
to the analysis of economic trends and prospects in 
southern Europe than that adopted for the industrial 
countries. Among these, the following are the most 
compelling: 


(a) The analysis of industrial countries treated manu- 
facturing industry as essentially the motor impelling 
the growth of the whole economy. This cannot apply 
with the same force to the southern countries. It is true 
that manufacturing has played, and continues to play, 
a strategic role of the utmost significance. But that 
role must be qualified by the importance of agriculture 
as an independent determinant of the rate, and pattern, 
of economic development. Thus in the middle 1950s, 
the agricultural sector accounted for a quarter to a 
half of total GDP (25-30 per cent in Greece, Portugal 
and Spain; 40-45 per cent in Turkey and Yugoslavia) 104 
a larger share than manufacturing in all five countries 
although not much larger, even then, in Portugal and 
Spain. It is true that by 1965-1967, the manufacturing 
sector dominated agriculture, in terms of contribution 
to GDP, in Portugal, Spain and Yugoslavia, and in 
Greece was almost as large as the agricultural sector. 
(Indeed, by 1965-1967, manufacturing, as a proportion 
of GDP, was not much less, except in Greece, than in 
the industrial western countries.) But agriculture con- 
tinued in 1965-1967 to account for nearly 20 per cent 
up to 25 per cent of GDP in Greece, Portugal, Spain 
and Yugoslavia and for a much larger proportion in 
Turkey. The agricultural shares of total employment 
were still greater. 


(b) Although labour supply for expanding branches has 
in some cases been a constraint in southern Europe, 
in general labour reserves continue to be ample; an 
important part of the increase in over-all productivity 
can be traced to the absorption of manpower by other 
sectors from agriculture. 


(c) The incidence of structural weakness in the ba- 
lance of payments, although not peculiar to the southern 
countries, has in some cases been particularly detri- 
mental to development. Since the southern countries 
rely largely on imports of capital goods, scarcity of 


103 This section covers Greece, Spain, Portugal, Turkey and 
Yugoslavia. 

104 For statistics on sectoral shares of output and employment 
see tables 3.31 and 3.32. 


foreign exchange has impeded the assimilation of 
modern equipment and modern technology. 


- (4) Linked with the balance of payments problem 
is the difficulty of obtaining a sufficient level of total 
savings,!5 either national or external. In this respect, 
as in others, the southern European countries (except 
Turkey) stand in an intermediate position between 
the industrial western countries and the developing 
countries outside Europe. 


(e) The southern European countries are undergoing 
a process of intense structural change, in which economic 
policies have played perhaps a larger part than in 
the more settled industrial economies. Moreover there 
are big differences within this group of countries. Tak- 
ing into account, also, the incomplete and often rather 
uncertain statistical data available, and the variations 
in the nature and rate of development at different times 
during the past 15 years, the application of uniform 
methods of analysis becomes particularly hazardous. 
As will be seen below, a certain process of convergence 
towards the standard pattern of western industrial 
Europe is, in some cases, noticeable. But the fluidity 
of the inter-sectoral relationships in the past, and their 
dependence on policy in the future, imply much wider 
margins of uncertainty in analysis and projection. 


General features of development 
in south European countries 


All the south European countries except Turkey 
have shown growth rates of GDP per head of population 
considerably above those prevailing in most west Euro- 
pean countries. The per capita income gap between 
both groups of countries has thus considerably narrowed; 
the convergence is still more noticeable if “ adjusted ” 
per capita GDP levels are used instead of exchange 
rate data.1°6 But slow output growth in Turkey, combined 
with the high rates of growth of population, imply 
that the per capita gap between this country and the 
others has widened considerably. By contrast, the 
relative position of Yugoslavia, in terms of income 
per head, has risen the most. 


105 The only country which seems at a certain stage to have 
faced the opposite problem was Yugoslavia, where savings 
exceeded the absorption level of the economy. See “Incomes in 
post-war Europe: A study of policies, growth and distribution ”, 
Economic Survey of Europe in 1965, Part 2, Geneva 1967, chapter 12, 
page 26. 

106 See tables 3.1 and 3.5. 
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The rates of growth of GDP volume have been: 


Per cent a year 
(least squares trend 1953-1967) 


Yugoslavia ....... 8.3 (gross material product) 
(Gjgeees ao koodeuioo 5.8 

Spal oder cutee 5.9 (1954-1967) 
Pontucalieae ore Sil 

ЧО о оо oe 4.4 


These variations in over-all rates of growth depend 
on the relative weight and dynamism of the different 
sectors, which are examined below. 


The rates of growth of manufacturing output show 
the greatest similarity—particularly for the three coun- 
tries with the highest income per head (Greece, Portu- 
gal and Spain), where manufacturing output has increased 
by 8-9 per cent a year. The wider differences in growth 
rates of GDP among these three countries are due 
mainly to differences in their growth rates for other 
sectors. It may be significant that in all three countries— 
all within about the same “ adjusted” СОР per head 
range (see table 3.1)—manufacturing output developed 
at a rate of just over 8 per cent irrespective of the rela- 
tive weight in employment and output of other major 
sectors of the economy. The higher rate of growth 
of manufacturing in Yugoslavia—at a distinctly lower 
income level—was accompanied by a rate of growth 
of employment in manufacturing well in excess of those 
for other south European countries. In fact, labour 
productivity in this sector in Yugoslavia increased less 
than in other south European countries.1° Thus while 
the over-all labour productivity of the three richer coun- 
tries (Greece, Portugal and Spain) grew at a rate close 
to 5 per cent, that for Yugoslavia was some 2.5 percentage 
points higher; this is largely the result of the very dif- 
ferent pattern of increase in sectoral labour productivity 
in Yugoslavia, which has benefited from high increases 
in labour productivity in construction and non-material 
services and—as far as this concept is valid—from a 
rapid increase in agricultural labour productivity. 


Among the higher income countries, Greece started 
the period with the most unfavourable output composition 
having the biggest agricultural, and the smallest indus- 
trial, shares of output; but Greece was able to reach 
a total output growth similar to that of Spain thanks 
mainly to the fast rate of development of public utilities, 
construction, transport and trade. The lower rate of 
growth of total output in Portugal is mostly the result 
of the virtual stagnation of agricultural output and the 
relatively low rates of development of transport and 
trade. Consequently, it appears that in Greece, in 
spite of rapid growth, output structures changed 
relatively little from the beginning to the end of 
the period 108 while in Portugal output shares have 
changed greatly because expansion was concentrated 
in the industrial sector. Spain, as it appears from 
107 The reason for the relatively low increase of productivity 
of manufacturing in Yugoslavia was the character of the invest- 
ment effort in this field which was more of a widening than of 
a deepening kind. See United Nations, Some factors in economic 
growth in Europe during the 1950s, chapter Ш, page 19. 

108 Greece continues to have in terms of total output shares 
the largest agricultural, and the smallest industrial, sector. 


the table below, has evolved an intermediate way, 
while in Yugoslavia the deep changes in output shares 
are associated with a very intense process of indus- 
trialization. The indicators of structural change for 


Turkey resemble, with a less violent change, those . 


for Yugoslavia, particularly in respect of the rising 
share of services and the declining share of construc- 
tion. However, while the greatest contribution to the 
increase in output in Yugoslavia arose in the industrial 
sector, in Turkey it centred on the services sectors, 
which seem to have absorbed at low productivity levels 
part of the high surplus of agricultural labour which 
could not find employment in industry. 


The scarce data available on employment show 
that for all south European countries, the structural 
changes in output in agriculture and industry are reflected 
in changes in the relative shares of employment moving 
in each case in the same direction as output shares but 
with less intensity (i.e. the share of agricultural employ- 
ment in total employment declines proportionally less 
than the output share). An important and striking 
exception is Yugoslavia, where the employment share 
in industry doubled while the output share increased 
only by half. While the relative structural changes 
in the distribution of employment between agriculture 
and industry have been less than the relative changes 
in the shares of output, in construction and other sec- 
tors the opposite has been the general rule. 


South European countries have, in general, shown 
a greater instability in their economic growth than the 
majority of western countries. The greatest degree of 
instability 109 is shown by Yugoslavia followed by 
Turkey and Spain, while fluctuations in total output 
have been much less pronounced in Greece and par- 
ticularly in Portugal. No general pattern is noticeable 
(during the period under analysis) in the evolution of 
the growth of total output in these countries, but a 
rising trend is apparent in the 1960s in Portugal, Greece 
and Turkey and also (though less certainly because of 
wider short-term fluctuations) in Spain, and a declining 
trend in Yugoslavia probably due to the influence of 
the reforms of 1965 in economic organization. 


Agriculture 


By 1967, agriculture held only half to two-thirds of 
the share in the southern countries’ total products which 
it had held in 1953. As can be seen from the table below, 
the change in the output share was considerably greater 
in Yugoslavia and Portugal than in the other countries. 
But in Yugoslavia this structural development coincided 
with a substantial increase in agricultural output, while 
in Portugal agricultural output increased very little 
(only | per cent a year). In Spain and Greece, agricul- 
tural output developed at very similar rates (3 per cent); 
in Spain the reduction in the agricultural labour force 
was very rapid (particularly in the 1960s) but the scarce 
indicators available for Greece point to a much more 
moderate rate of decline in agricultural employment. 
These differences are partly the result of the different 


109 As measured by mean deviations of annual growth rates. 
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Sectoral patterns of growth 1953-1967 


sg aS eM Yet ee ree 


Greece 


Portugal брата Turkey Yugoslavia 8 
A. Growth rates of GDP (least square trends) 
Agriculture .. Seill 0.9 
Rip ican Но 5 3.0 25 3.6 
Industry и eee 8.3 8.1 8.3 5.8 11.4 
Construction ..............., 10.8 8.9 6.8 37 8.2 
Rest of economy ..........._. 5.7 4.9 5.2 6.3 8.2 
Total economy ............. 5.8 5.1 5.9 4.4 8.3 
B. Percentage contribution of sectors to the increment in total output between 1953 and 1967 
ИИ Maen eee ee 14.1 3.6 10.2 16.9 13.6 
Industry У о Не И 25.8 Shed 42.9 26.3 49.9 
Construction sey set eee 9.9 9.4 6.2 Dae, (925) 
Rest of CCONOMYa ao ee te eee 48.4 35.3 38.5 51.6 25.8 
Statistical discrepancy ......... 1.8 — Dap — 4.2 
оао. GE 100.0 100.0 100.0 100.0 100.0 
С. Ratio of output shares т 1967 to those of 1953 (1953 = 1.00) 
оо ооо 0.70 0.56 0. 69 0.71 0.55 
Industry nt О Pepa tea Meshes Ais 1.43 1.55 1.33 35 1.50 
Construction Seat Sethe edt We 1.74 1.68 1.12 0.9] 0.82 
ЗЕ OF SONY J oncdocdnodec 1.01 0.95 0.97 За 1.402 
ое 1.00 1.00 1.00 1.00 .00 


@ 1954-1967. 
8 Gross material product. 


rates of growth of employment opportunities in other 
sectors, but are also much influenced by the structure 
of land property and the relative weight of labour- 
intensive crops in individual countries. Thus, the rela- 
tively slow reduction of the agricultural employment 
share in Greece may in part be associated with the 
more equal land distribution, as well as with the greater 
relative importance of some labour-intensive crops 
(tobacco, cotton). Similarly, agricultural labour produc- 
tivity is influenced by the regional distribution of em- 
ployment and the labour intensity of the crop patterns 
in the areas for which emigration has been greatest. 
Thus the acceleration of emigration from Portugal 
during the 1960s—when the emigration rate was the 
highest in western Europe—is associated with a marked 
acceleration in agricultural productivity; agricultural 
policy changes are now reinforcing this improvement in 
productivity. 


Two general problems beset the south European 
countries with different intensity: the adaptation of 
output structure to changing demand patterns, both 
domestic and foreign; and the creation of sufficient 
employment opportunities to absorb agricultural labour 
and thus to allow an improvement in relative productivity 
in agriculture and an approach towards agricultural 
income levels comparable with those in other sectors. The 
first problem is becoming particularly acute in Spain, 
Greece and Yugoslavia. The second is felt everywhere— 
most strongly in Turkey. In pages 110-111 of this chapter, 
we envisaged (under Hypothesis II) agricultural projec- 
tions implying an approach towards greater sectoral 


equality in productivity and incomes. As implied by 


с Manufacturing, mining, public utilities, 
@ Estimation. 


the discussion in that section, realisation of this hypo- 
thesis in the southern countries depends essentially 
on the rates of growth of employment in the rest of the 
economy. 


The OECD output projections for southern countries 
(used in pages 105 ff.) contain an important normative 
element insofar as they assume the successful adoption 
or reinforcement of particular agricultural policies. 
The incorporation of modern technical methods of 
production has, in general, accelerated in recent years 
and there is no reason to expect a future reversal of this 
favourable trend. In some countries (particularly Por- 
tugal, Spain and Turkey) further improvement depends 
increasingly on more decided action towards structural 
weaknesses 110 (land distribution and tenure, land 
consolidation, co-operation, etc.). Progress has so far 
been limited. The slowing down in output growth 
implied by the projections for Greece, Spain and Yugo- 
slavia appears to reflect the change in the emphasis of 
policies from quantitative towards qualitative targets, 
aimed at obtaining a better market balance. Improve- 
ment in the stability and balance of agriculture depends 
particularly on raising the low share of animal production 
and in the improvement of technical methods—more 
so than on general stimulation of total output. 


Industry 


The rate of growth of industrial output as a whole 
in south European countries has been very similar in 


110 OECD, Agricultural Policy Reports: Agricultural Develop- 
ment in Southern Europe. 
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Greece, Portugal and Spain, considerably faster in 
Yugoslavia but slow in Turkey. The greatest increases 
in output shares took place in Portugal and Yugoslavia, 
and in these countries too, we find that the industrial 
sector contributed the most to the growth of total 
output (see text-table above). At the end of the period 
(1967) the two Iberian countries had similar shares of 
output originating in the industrial sector (over one- 
third of the total) and also in the contribution of the 
industrial sector to total employment (over one-fourth). 
The differences in the other south European countries 
at the end of the period are striking. Thus, while the 
shares of industrial employment in Yugoslavia and Greece 
are roughly the same (just under one-fifth of the total), 
the output share of industry in Yugoslavia is more 
than twice that for Greece. This is associated with the 
much greater share (both for employment and output) 
of the service sector in Greece, with the lower share of 
agricultural employment in Greece and (following 
the usual pattern) with the smaller difference in Greece 
between the labour productivity of the agricultural sector 
and that of the economy as a whole.!!1 Conversely, 
in Turkey the industrial sector accounted, at the end 
of the period, for a fifth of total output (as in Greece) 
while it employed less than one-tenth of the labour 
force, a result due not only to the narrowness of the 
industrial sector but also to the important share within 
it of capital-intensive extractive activities, particularly 
crude oil. 


The variations in industrial expansion during the 
past 15 years differ considerably from country to country 
but—with the sole exception of Yugosiavia—there has been 
a noticeable tendency towards an acceleration since the 
late 1950s. In Greece the high rates of growth of manu- 
facturing output in the mid-1950s were influenced by 
fuller utilization of existing capacity while the new 
peak of the early 1960s was the result of new invest- 
ments particularly under the influence of a foreign 
capital inflow. In Spain, the transition from a closed 
and heavily controlled economy to a system in which 
market forces were released and trade liberalized—with 
the help of fast-rising tourist income and the inflow 
of emigrant remittances—has provoked a structural 
change to which the economy has not yet become fully 
adapted. In the early years of the 1961-1966 boom it 
seems safe to assume that a part of the increase in indus- 
trial production was due to the fuller use of capacities, 
but later the sector reaped the benefits of the general 
re-equipment undertaken since 1960. In Portugal the 
increase in the average rate of growth of manufacturing 
after 1960 has been due to rising investment (partly 
under the influence of a greater inflow of foreign capital) 
prompted by a somewhat more vigorous policy of 
industrialization. The slowing down in Yugoslavia 
during part of the 1960s was essentially temporary. 
It was provoked by the economic reform introduced 
in 1965 with the aim of switching growth from what 
was in a large measure import substitution to a pattern 


111 И is pointed out above that the labour productivity of 
agriculture approaches that for the economy as a whole as income 
levels increase and the agricultural employment share declines. 


which should rely to a large degree on export promotion. 
At the same time, domestic price relatives were aligned 
to those on the world market, the currency was devalued 
and a unitary exchange rate was introduced. The imme- 


diate effect of these measures on manufacturing was 


an increase in its costs, while at the same time its pro- 
tection was cut down by half, imports being con- 
siderably liberalized. Moreover, the Government pur- 
sued restrictive credit policies with the aim of achieving 
stability and preserving price relatives and the pur- 
chasing power of domestic currency. Under these 
conditions the rate of growth of industry was bound 
to decline, but high rates of growth were resumed in 
1969. In Turkey the acceleration during the 1960s 
seems to have been due to a better co-ordinated 
development effort and somewhat greater availabilities 
of foreign exchange; a slowing down of industrial 
expansion in the late 1950s had been due mostly to 
balance-of-payments difficulties after a period of 
slack investment. 


Projections for manufacturing output 


The trends described provide some basis for tentative 
output projections for the southern countries, although, 
for reasons already given, it is inappropriate to follow 
precisely the standard methods adopted (in section 
2(iii)) for industrial western countries. The projected 
rates of growth proposed may, however, be compared 
with those which would emerge from the use of the 
standard method. 


Projections for manufacturing growth 1965-1967 to 1980: 


(Per cent a year) 


Standard “ Current Proposed 

method % trend” @ projection 
Gréecem ie Е: 9.9 8.0 OFA 
Portugal assert 9.5 9:2 one 
о 9-0 10.1 8.5 
Yugoslavia ...... 10.2 10.0 10.0 


@ See table 3.5. 


For Yugoslavia and Spain,42 the differences from 
the standard method are not significant. For Greece 
an acceleration may be justified by the speeding-up 
of manufacturing growth in recent years and the plan- 
ning authorities foresee a strong development effort. 
For Portugal, however, the standard method suggests 
too drastic an acceleration from past trends to be plau- 
sible, and the selected growth rates appear to be in 
accordance with present medium-term plans. 


Other sectors 


The development of utilities, construction, transport, 
trade and other services, taken together, has in all 
these countries been faster than that of agriculture and 
industry. This is particularly noticeable in Greece under 


112 The higher “current trend” in the 1960s occurred under 
temporary conditions of strong demand pressure. 
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the influence of very high rates of growth in public о 


utilities and construction, which have played also a 


‘similar, although less striking, role in other countries. 


The rates of growth of the service sectors, except for 
Portugal, have tended to converge with the rate of 
growth for manufacturing and, therefore, for the eco- 


nomy as a whole; the difference in Portugal is mainly 
due to the slow growth of the trade sector. In terms of 
employment, the shares of the sectors other than agri- 
culture and manufacturing have tended to increase, 
and to approach more closely those in the industrial 
western countries. 


3.5 THE OUTPUT AND EMPLOYMENT STRUCTURE OF THE ECONOMY AS A WHOLE: 
TRENDS AND PROJECTIONS 


(i) Trends in sector shares of output and employment 


The discussion of growth rates by sectors, of their 
relationships to each other and to the level of income per 
head, and of trends in productivity, can now be summa- 
rized by examining the international pattern of sectoral 
shares in total output and employment. 


Cross-country analysis of the percentage shares in 


output and employment of the three major sectors of 


oe 


the economy—agriculture, manufacturing and the “ rest 
of the economy ”—in relation to the level of income рег 
head, yields a reasonably systematic pattern.!48 Of nine 
forms of equation tried, the best-fitting was of the 


113 Attempts to find similar systematic relationships to the 
level of income per head for the individual non-agricultural 
non-manufacturing sectors discussed above—mining, utilities, 
construction, transport, trade, miscellaneous services, public 
services—were not productive (except for the trade sector). 


b 
form y = a + — (y being the percentage share of each 
x 


sector in GDP or total employment, and x the level of 
GDP per head). The data used relate to the western 
countries for which figures are available, and the calcu- 
lations were made for three periods—1953-1955, 1959- 
1961 and 1965-1967. (See table below.) 


A clear pattern emerges from the cross-country com- 


parison.114 As we move up the income scale, the share of 
agriculture in total output naturally falls (although only 


114 A rather similar analysis of sector shares in output and 
employment is made in chapter 2 (Appendix table 2.V and chart 2), 
covering a wider range of market economies and income levels, 
for comparison with the sector shares in centrally planned eco- 
nomies. It should be noted, however, that for the special purpose 
of the analysis in chapter 2, “ adjusted” GDP per head is used 
and the sectors are differently defined. 


Shares in output r a Shares in employment r a 
ВЫ 9 604.33 wd 
ASTIGUILUEEN +. сонно, 1953- у = 5.74 + — 0.916 4.83 = 11.8 ros 0.868 8.65 
1955 x : 
7 315.43 13 498.8 | и 
1959- у = 4.55 + ae == 0.917 4.40 у = 6.40 + == 0.869 8.25 
у Е oF 
1961 ee 
5 0 > 17 706.1 и 
ee es оо ee Os 0.858 7.91 
x 
1967 me 
1 584.21 Е 3. 325.38 
Мара с лете еее, 1953- y = 28.68 4 = 0.474 4.58 и = Э.И = oa 0.747 4.65 
1955 7 
. 64 3 929.76 
1959- i = В ees 0.181 5.09 os ВЦ) == ee 0.632 5.16 
1961 : 
30 Nae, 4 261.66 * - 
1965- и SONG ee 0.043 5.30 reer SUSY == ый 0.547 4.86 
1967 о : 
4 263.86 | P 6 278.86 a og 
Rest of the economy ..... 1953- у = 164,95 aa 0.845 4.20 Ya ee “ 0.845 6.24 
1955 о 
7 9 568.76 р 
1959- у = 66.03 : Oe 0.847 4.36 у = 61.81 — в 0.857 6.17 
1961 ы 
2.6 4 13 444.1 air 
1965- y = 65.66 oie oS 0.829 4.02 y = 66.05 <a 0.846 6.31 
1967 ‘ 


percentage of each sector to total GDP or total employment; 
GDP per head, 1963 factor cost, in $US at official exchange rates. 


у = 
до = 
Countries covered: industrial western 


European; southern Europe; Canada, 


Japan and United States. 
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slowly at income levels of $1,500 or more) and the weight 
shifts to the “ rest of the economy ”; but the manufactur- 
ing share of output, although rising over the lowest 
income levels, appears to be constant at income levels 
above $750 a head. (Italy, Ireland, the southern European 
countries and Japan were below this level in 1953- 
1955; and only southern countries and Japan in 1965- 
1967.) It must be noted, however, that the equations 
given above showed no correlation of the manufac- 
turing share of output with income per head; the nation- 
al variations from the average manufacturing share 
in output—just under 30 per cent in 1953-1955, and 
just over 30 per cent in 1965-1967—appear to be uncon- 
nected with income level.!15 


The distribution of employment between the three sec- 
tors follows the same kind of pattern, with some 
evidence of a rising share for manufacturing as income 
per head rises at least up $1,500. The differences between 
the sector shares in output and employment, respectively, 
are of course governed by inter-sectoral differences in out- 
put per head of which more is said below. 


The schematic pattern just outlined may be presented 
in round figures as follows (taking the equations for 
1965-1967): 


Shares of output Shares of employment 


Manu- Agri- Manu- 


GDP per Agri- 

head ($) culture facturing & Rest culture facturing Rest 
500 19 31 50 38 28 39 

1 000 11 30 59 20 27 53 

1 500 9 31 60 14 29 5 

2 000 8 31 61 1] 30 59 

2 500 7 31 62 9) 30 61 


@ Taken as residual, for reason given above. 


From the size of the standard errors of estimate in 
the equations above, it is, however, to be expected that 
some large national divergences will be found from the 
standard cross-country pattern. The sector shares for 
each country, (with the residuals from the equation 
for 1965-1967) are shown in table 3.31 for output and 
in table 3.32 for employment. 


Among the biggest divergences in 1965-1967, in rela- 
tion to income levels—reflected in both output and 
employment—are (a) the high shares of agriculture in 
Finland (because of the importance of forestry) and in 
Ireland (offset by low shares of manufacturing); (b) the 
low shares of agriculture in the United Kingdom and in 
Portugal (offset in both cases by high shares in the two 
other sectors) (с) the high share of manufacturing in 
western Germany (the biggest share—40 per cent of 
output and 38 per cent of employment—in any country, 
offset chiefly by low shares for the “rest of the 
economy ”). 


Some other large divergences appear in the employ- 
ment shares, but are not reflected in output shares. Thus 


| 115 There is good evidence of lower manufacturing shares 
in the lower-income countries in 1953-1955 to justify the upward 
Slope given at low income levels. See table 3.31. There is also 
evidence from time series that in most countries at higher income 
levels, the manufacturing share for output at constant prices should 
Tisé Over time (see below), 


in relation to their income levels Belgium and the Nether- 
lands both show low shares of agricultural employment 
but not of output, indicating relatively high output per 
head. On the other hand, Yugoslavia shows an extreme- 


ly high share of agricultural employment (at over. 


60 per cent, the highest for any country shown) but a 
normal share for agricultural output in relation to the 
income level. 


It must also be pointed out that the trends over time 
in individual countries are not entirely in accordance 
with what one might be led to expect from the cross- 
country equations. In particular, the cross-country 
equations suggested, above a fairly low income level, 
approximate constancy in the manufacturing share 
of output and only a slow rise in its share of employment. 
In fact, most countries, at all income levels, show an 
increase over time in the manufacturing share of both 
output and employment (though more marked for output 
than for employment: see tables 3.31 and 3.32. One 
reason for the difference appears to be the special features 
of developments in the United States and Canada. In 
both countries, the manufacturing shares of output and 
employment are considerably smaller than in most 
western European industrial countries—the difference 
being more marked for employment than for output (as 
the result of high output per head relatively to other 
sectors). And in the United States and Canada, unlike 
western Europe, the manufacturing shares have changed 
very little over time.116 


One reason for the lower share of manufacturing 
output in the United States as compared with most 
west European countries is the lesser dependence of 
United States manufacturing industry on an export 
surplus. With a level of manufacturing production consi- 
derably greater than that of western Europe, the United 
States currently has significantly less exports of manu- 
factures than western Europe and slightly larger imports 
(for this comparison, the relevant figure for western 
Europe is the region’s exports to, or imports from, the 
rest of the world, excluding intra-trade). Moreover, 
while the United States export surplus in manufactures 
has changed little since the mid-1950s ($54 billion in 
1955 and $5 billion in 1965-1967), western Europe’s 
export surplus has considerably increased ($84 billion 
in 1955 to $124 billion in 1965-1967) and has kept 
pace with the rise in manufacturing output. Another 
factor is the lower ratio of investment in the United 
States; the relevant figure is investment in machinery 
and equipment, which has about the same value (at 
official exchange rates) in the United States as in the whole 
of western Europe. So long as these differences.in foreign 
trade performance and investment behaviour persist, 
it cannot be expected that the manufacturing share of 
output in western Europe will follow the American 
pattern. 


116 In the United States, the share of manufacturing in total 
employment shows only slight variations from just before World 
War I (before which it was rising) up to recent years, apart 
from periods of war and the 1929-1932 depression. But there 
are signs, as in table 3.32, of a declining tendency since the 
early 1950s. See data in US Department of Commerce, Long- 
term Economic Growth 1860-1965, Washington 1966. 
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TABLE 3.31 


Output shares of sectors in GDP 


Actual shares in total economy and residuals from equations relating shares to income levels @ 


Agriculture 


Manufacturing Rest of economy 


Actual values 


1953-55 1959-61 


1965-67 


1953-55 


Actual values Actual values 


7 а 1959-61 1965-67 Е. 1953-55 1959-61 1965-67 
i, b 
Country Per cent 1965-67 Per cent 1965-67 Per cent т 
о АВВ а 14.5 11.4 9 —1.8 32.6 35.8 36.5 als) 52.9 52.8 54.4 —3.8 
а ео Foe ae 8.4 о 5.9 —3.0 PHO 28.6 Sh 1.0 64.6 63.5 62.2 2.0 
Denmark КЕ ate inne 15.9 13.8 TES Deo 26.8 28.6 30.3 —0.5 Sic 57.6 58.4 —2.4 
Оо аа. 29 O07 165 Е  23,8 2A о в 
АА eters chy со V3 10.6 9.0 0.6 28.7 30.4 31.0 0.2 Se) 58). 60.0 —0.8 
Western Germany 8.3 6.6 555) —3.1 34.3 BVO 397 8.9 Буд 55.8 54.8 —5.8 
ее 22-1 23.7 19.8 Sats 20.3 22.9 26.9 —4.2 57.0 53.4 53:3 —1.6 
Я о О ее Ue) 16.2 185 15) 22.6 26.3 30.2 —0.8 58.3 5/55) 56.3 —0.7 
INethetiandss aa. 04 2) 11.6 10.3 Bei —1.1 27.7 28.7 ВИЗ 0.4 60.7 61.0 60.0 0.7 
ОУ ее... 13.6 10.8 es —0.7 233011 26.0 4 —3.4 61.3 63.2 64.8 4.1 
Sweden tite teense 10.2 5.3 6.5 —0.8 28.9 30.1 95:1 4.3 60.9 61.6 58.4 —3.6 
United Kingdom ..... 87 3.6 3.6 2 3,8) 33.9 34.7 359 63.4 62.5 61.7 bs} 
GaNAGAM Ec Chae nk 95 Te 6.6 —0.8 25.4 24.9 2 —3.8 65.1 68.0 66.4 4.5 
Japan ел" 2.8 16,3 10.6 | 19.4 26.7 31.6 58.8 57:0 57.8 sg 
аще States ........ 4.3 3. Зе —3.0 28.8 РЗ 29 —1.3 66.9 68.8 67.4 Ae 
GICECOMe a Haar cee 31.8 27.7 28) 6.4 133 1555 i/o th —14.1 54.9 56.8 59.7 V9 
Portugal Е 30.6 24.3 19:5 —6.2 24.0 2950) 34.5 8.0 45.4 46.7 47.0 Bao) 
ее: 24.4 23.9 alsa 0.8 22.4 755) 29.9 —1.3 932 50.6 52.4 0.6 
о Ве ce 41.0 В, 5 24.2 OFF 25.4 31.6 37.4 530 33.6 В. 38.4 —6.4 
Я 5 ве 46.6 42.9 36.8 —0.4 
Note. — The equation for agriculture was based on twenty observations, whereas the equations for manufacturing and the rest of the economy were based on 
nineteen observations (excluding Turkey), This is why the residuals in the three sectors for each country do not cancel out completely. 
~ Fquations: Y = share of economy 
X = GDP per head (1963 factor costs), official exchange rates 
7541.30 
Agriculture: У = 3.84 + —— 
2 
309.45 
Manufacturing: У = 30.64 + — 
8012.64 
Rest of economy: У = 65.66 — 
Хх 
> Actual less calculated values. 
Similar reasons may well explain the differences earners or as self-employers. It is not necessarily to be 


between manufacturing shares among west European 
countries. Thus the very high share in western Germany 
is associated with a particularly large export surplus 
in manufactures. 


(ii) Relative output and wages per person employed 


Data on relative output per person employed, at 
current factor cost (for short, “ productivity ”) in different 
sectors are brought together in table 3.33, for the year 
1963. Productivity, so derived, is simply the sum of 
labour income, self-employers’ incomes, and gross 
trading profits of corporate enterprises, divided by the 
number of persons engaged whether as wage or salary 


taken as an index of “efficiency”. For comparison, 
estimates are also made in the table for wages and sal- 
aries per wage and salary earner (including wherever 
possible employer’s contributions to social security, 
superannuation schemes etc. which are regarded in 
national accounts as part of labour income).!? It will 
be realized that although labour income is the largest 
part of factor cost, relative labour incomes often differ 
from relative productivities; such differences may be 


117 Wages and salaries per worker represent ш principle 
the total labour income in the year, divided by the average 


number of persons employed. The figures are not necessarily 
equal to average pay for a normal full week or month since 
the proportion of part-time, short-time, overtime workers etc 
will vary. 
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124 joe: 
TABLE 3.32 
Shares of sectors in employment 
Actual shares in total employment and residuals from equations relating shares to income levels 7 
Agriculture Manufacturing Rest of economy 
A [ vali Actual values 
1953-55 и 1965-67 1953-55 059-61 1965-67 \ : 1953-55 19 59-61 1965-67 В. 
- - — Residuals © Residuals ee 
Country Per cent 1965-67 Per cent 1965-67 Per cent 
PRUIStiicuaee Prk rsetoreie a> 31.8 ИЗ 20.2 1.6 28.8 See Aiea 352. 39.4 44.5 48.7 oe 
Ве. 9.3 7.4 Sins —8.7 Зы 535 33/5 4.5 Sites) 59.1 61.2 т 
Denmark: aac ecco 25.4 PAI 16.6 3.8 28.5 30.3 327 3.4 46.1 48.6 20.7 ой 
ор ео ов 36.6 31.8 25.8 3 21.9 Ро DNS) —5.4 41.5 15.7 50.7 —5. 
BEAN CCU ее во 25.9 20.7 16.2 3.4 27.0 И! 28.3 —1.0 47.1 51.6 55:3 2. 
Western Germany 18.9 13.8 10.7 —2.5 34.1 37.0 Silo 8.4 47.0 49.2 Я и 
Ireland ee steels ооо 38.8 36.9 ВТ Si, 15.1 16.3 18.6 —7.6 46.1 46.8 50.3 р 
ан 35.1 29.4 22.8 1.6 24.7 26.9 29.0 ф 39.6 Ada 48.2 —3.3 
62.6 УЕ! 

Netherlands .......... 137 ИИ a3 —7.7 29.2 29.6 29.1 0.6 Sie 59.3 
INGINVENE 2 oe pinok ec oeOaee 26.3 22.3 8.1 Sal 24.0 23.9 25.2 —4.1 49.7 53.8 561 —1.0 
АО" поососсорь вое 20.2 15.8 alee 1.0 30.1 81:2 30.9 1.0 49.7 53.0 57.9 —1.9 
United Kingdom ..... 4.8 4.2 3.2 —10.5 89.9 35.9 Вы 6.0 59.9 59.9 Е 4.5 
Canadaw cack miss secure ne 18.3 13.1 9.3 —1.0 24. 23.5 23.6 —6.3 57.5 63.4 67.1 а 
Ара о еее eae va «4 41.1 32.4 Dees Le LSE 21.5 24.9 a 40.4 46. 51.7 a 
United States ........ 9. И DPA —2.3 РИ 2509) 26.1 —4.5 63.7 66.8 68.7 6.8 
тесен os oF, ai re г: a Ae He 5 a3 i 4 
Ра. 45.3 42.0 34.9 —16.1 20.6 РВ 24.7 4.6 34.1 36.3 40.4 125 
рае 45.2 All| 5) 34.2 1.4 20.1 22.3 24.4 —0.1 34.7 36.2 41.4 —1.3 
АЕ ЕЯ oo uboaecoue А 67.0 62.5 14.3 8.9 13.4 16.6 —4.2 17.0 19.6 20.9 —10.1 
ВИНЕ ор ооплросавое 


@ Equations: У = share of total employment 
X = GDP per head (1963 factor costs), official exchange rates 


17,706.1 
Agriculture: ie 2.05 + 
DG 
4,261.66 
Manufacturing: У 31.91 
13,444.1 
Rest of economy: У 66.05 


> Actual less calculated values. 


due to differences in the value of capital per worker, 
or to differences in the rate of return on capital, (or to 
differences in the proportion of self-employers whose 
incomes contain elements of labour income and return 
on capital).148 All figures are expressed as ratios of 
average productivity or labour income in manufacturing 
industry. 


No systematic analysis of the determinants of rela- 
tive productivity levels has been attempted.49 The equa- 
tions given on page 121 above, showing shares of output 
and employment in relation to the level of income per 
head, might indeed be thought to imply a systematic 
relationship between income per head and relative pro- 
ductivities. But the marked national deviations from 
118 For a fuller account, see an earlier ECE study, “ Incomes in 
post-war Europe: A study of policies, growth and distribution ”, 
Economic Survey of Europe in 1965, Part 2, Geneva 1967, especially 
chapter 2. 

119 More detailed material about relative productivities in 
agriculture was given on p. 97. 


these equations appear too numerous to justify a combi- 
nation of the equations even as a standard of comparison. 
Thus only a few general comments will be made 
on table 3.33. The data may be useful for assessing the 
effects of inter-sectoral shifts on total productivity in 
the economy—bearing in mind, of course, that such 
shifts are likely to influence the relative sectoral produc- 
tivities and labour incomes. 


Broadly speaking, four sectors generally show lower 
productivities than manufacturing. These агё. agricul- 
ture, construction, trade and miscellaneous services 
(the latter especially when income from “ ownership 
of dwellings ” is excluded). They also show lower levels 
of wages and salaries per worker, except for construction. 
Three sectors generally show higher productivities, 
and also higher wages and salaries than manufactur- 
ing—mining, public utilities and transport and commu- 
nications. In the public service sector, recorded output 
per worker is sometimes above and sometimes below 
that in manufacturing, but labour income is nearly 
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or” eee 
— 
TABLE 3.33 
2 Output at current factor cost per person employed i 
ployed, and wage and salary bill per wage and salary earner, by sector, 1963 
(Percentages ; manufacturing = 100) 
a ВЕНЕВ АВЕО ЕЯ Н ЕЕЕИ НВ И 
Miscellaneous Total 
; services excluding 
Manu- shige: including excludii : fe fom 
ale Agri- | factur- Public Construc- С : к: р Og, 
Country culture® Mining ing utilities ae canons Trade ownership of dwellings tae aks Pe he 
A. Output per person employed 
Ааа... 41.4 198.2 100 310.2 
а ее ee ene - р ь 129.6 99.6 83.7 70.9 я СИИ 87.8 101.6 
и Е wa on oct 120.25) 100x500 27189 OBL О.Ю Е 9518108. 2 О 
ees И о 25.8 159.5 100M 300.1 82.5 90.9 82.511 [42.3 70.4 103.2 88.7 11032 
Пет Не - 48.1 165.2 100 280.1 Бил LOS  ПРЗВЫ 83.0 Sica LOSE, CPU 02, 
em Genmany 229... a0 50.0 125.0 100 300.0 100.0 116.7 100.0 100.0 TSO N82 Se OOO OSes 
hee Ses Area coe ee 44.8 107.3 100 193.3 Е 66.9 66.9 78.0 61,5 101.27 170.9 78.7 
а я 56.8 100.6 100 414.9 ИЗ 5 88.1 167.7 110.8 142.6 98.8 1120.0 
ОБ аа... 89.5 124.0 100 260.4 67.4 121.7 О 93.8 69.1 99.7 97.1 96.8 
а И п. 39145. 101008528452 92.9 148.3 103.2 101.0 72.0 84.2 93.0 109.6 
Sweden ен 49.0 195.4 100 303.0 102.1 100.1 81.2 143.4 98.0 83.4 yet ONE) 
Wnited Kingdoms еее 102.1 1045 100 209 ыы ИИ о Вы. Оо Tin NOSES OGn 2 
Portugal | See een. eet ine 44.3 57.3 100 385.8 52.0 2 4125.0) 92 54.7 114.9 76.9 95.0 
POUCOSIAVIA) нь 19:0 Sse OO) 23.3 74.6 95.1 100.9 Bye ORG) 44.1 79.7 
Ерин У ВО МО 251 По MON SO) 6.5 ре ОЗ р 92.2 Бы 
Е АВ ко ces «eas 50.0 200.0 100 240.0 70.0 120.0 80 90.0 60.0 90.0 90.0 90.0 
ЕЕ o> 0 Sern er pe a 37.5 20050" 100 83.8 102.6 
В. Wage and salary bill per wage- and salary-earner 
Belgium ate MOL noes 69.7 107.5 100 184.0 81.3.8130 71057 100.7 не хх ое 
И о ее 804100 3123.6 116.5 1100.5 93.5 87.9 133.0 101.9 104.8 
а» зы о ceo as изд 115.5 100 135.44 19.8 132.8 102.1 87.4 131.2 1006 1095 
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@ Includes forestry and fishing. 
® Excluding health and education. 


always greater (the figures for this sector are particu- 
larly dubious, partly because of the possibilities of differ- 
ences in coverage of the output and employment 


figures). To these generalisations, however, there are 
many exceptions apparent in the table. 
For agriculture, it has already been shown on 


p. 104 that relative productivity tends to increase as 
the share of agriculture falls (and as income per head 
rises). Thus only Belgium and the United Kingdom 
show levels of productivity close to (in Belgium above) 
that in manufacturing; in the Netherlands, however, 
the difference is relatively small. These relationships 
are not at all exactly reproduced by the pattern of rela- 


© Including public services. 
“ Not fully comparable with the other sectors. 


tive wages and salaries; but in most countries, wage and 
salary earners constitute only about 10-20 per cent 
of the agricultural labour force (except for the United 
Kingdom, where they are about half). 


In construction, the generally low level of produc- 
tivity 120 presumably reflects the low degree of capital 
intensity. Relative wages and salaries are high in the 
Nordic countries and the United Kingdom but are parti- 
cularly low in France and Italy. 


120 The high figure for Austria suggests a lack of statistical 
comparability. 
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In the trade sector, a high level of productivity rela- 
tively to manufacturing is shown only in France 121 
and Portugal. Wages and salaries are also less than in 
manufacturing in most countries, but not in Belgium, 
France or Sweden. 


Miscellaneous services (excluding “ ownership of dwell- 
ings”) is in most countries the sector with the lowest 
recorded productivity outside agriculture, and either 
this sector or the trade sector generally shows the lowest 
wage/salary level (a reflection, probably, of the high 
proportion of women employed). The exceptions, 
both for productivity and for wages, are the United 
Kingdom and Italy (but in Italy miscellaneous services 
include medical services). 


Public utilities (in which electricity generation and dis- 
tribution predominate) is the sector with by far the high- 
est figure of productivity (except in Canada, where 
mining leads), by virtue of its high degree of capital 
intensity.122 Output per worker is generally three 
times or more as much as in manufacturing. The high 
relative productivities are associated with high—although 
not so high—relative wage/salaries (except in Sweden). 


Although relative productivity in mining is usually 
high, there are big differences between countries, depend- 
ing on the type of mining—and, perhaps more impor- 
tant, on its profit record. Thus the relatively low figures 
of output per worker in Belgium and the United 
Kingdom may reflect the low profits. On the other 
hand, wages in mining are above those in manufacturing 
except in Italy and Sweden (although not much above 
in Belgium). They are very little above in the United 
States, but this may be associated with the very high level 
of manufacturing wages in the United States relatively 
to all other sectors. 


Transport and communications also shows high rela- 
tive productivity and high relative wages in most coun- 
tries, although less so than public utilities. 


If productivity in manufacturing is compared with 
all the other non-agricultural sectors taken together, 
we find an approximate equality in most countries 
(see last column of table 3.33):123 there is indeed 
some tendency for the other sectors together slightly 
to exceed manufacturing. The same applies to the compa- 
rison of wages and salaries. There are, however, 
exceptions. Belgium and Italy both show higher рго- 
ductivity (and Italy higher wages) in the non-manu- 
facturing group. Norway and the United Kingdom 
show, though less strikingly, the same exceptional 
pattern—essentially higher wages and/or higher profits 
per worker for the average of those sectors which are, 
for the most part, less subject than manufacturing to 
international competition. By contrast, we find relative- 


121 As pointed out on page 95 above, the French value 
added figure for trade includes import duties; but even when 
corrected for this element, the productivity is distinctly high. 

122 The ratio of annual gross fixed investment to added value 
is in most countries 1:2 and in some 1:1. The highest produc- 
tivity can be found where the more capital-intensive hydro- 
electric systems of power generation prevail. 

123 This comparison may be more valid than those for individual 
sectors since there is much less risk of incomparabilities of cover- 
age in output and employment figures. 


ly high levels of manufacturing productivity and wages 
in the United States (and of productivity in Canada) 
compared with the rest of the economy. 


(iii) Projections of output and employment 
for the whole economy to 1980 


We can now bring together the results of the dis- 
cussion above in order to formulate a set of projections 
for the western European economies.!24 The projections 
cover the period to 1980, taking the average of the years 
1965-1967 as the starting point. The character of these 
projections, and the way in which they should be 
assessed, was suggested in chapter Г. 


Output projections 


The output projections rest on the following founda- 
tions: 


(a) For manufacturing, a combination of current trend 
with the results of an equation correlating manufac- 
turing output growth with the level of income per head. 
(See page 70) and the actual projections in table 3.5; 
for south European countries see page 120. 


(b) For agriculture, basically the OECD projections, 
converted to added values. 


(c) For other sectors, we use mainly elasticities against 
manufacturing growth—see page 89 (for the public 
service sector, against GDP less these services—see 
page 115). However different methods of deriving 
elasticities--cross-country and national time series—yield 
different results and some compromise must be adopted. 


For two sectors—mining and miscellaneous services— 
no correlation was found between output growth and 
other variables. We therefore simply extrapolate, for the 
projections, the trend growth rates of output found 
for the period 1953-1967.425 


For public utilities, construction, transport and 
communication, and trade, there are two sets of elas- 
ticities against manufacturing growth to choose be- 
tween. The elasticities derived from the 1953-1967 period, 
and the projected future elasticities implied by each, 
are shown in table 3.34. These are: 


A. Elasticities derived from national time series (ratio 
of growth of sector to manufacturing growth, taking 
least square trends for 1953-1967). These are labelled 
A in table 3.34. 


B. Elasticities derived from cross-country equations 
relating growth rates in each sector to that in manu- 
facturing. These are labelled B in table 3.34. The 
elasticity for each sector thus varies with the rate 


124 We have not here attempted over-all projection for the 
United States, Canada and Japan, although, for comparison, 
projections of manufacturing growth in these countries were 
made in section 3.3 (i). 
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An exception was made for miscellaneous services in 
western Germany, where the “current trend” (4.7 per cent 
a year) is projected instead of the 1953-1967 trend (5.3 per cent 
a year) in harmony with the projection of manufacturing growth 
at a lower rate than the 1953-1967 trend (see page 97). 


А 
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— TABLE 3.34 
Elasticities in respect of past and projected growth rates for manufacturing 
(A. Country elasticities based on least square trend 1953 to 1967) 


(B. Elasticities derived from cross-country equations) 


ac a ae Seer ey Bo es 


Elasticities in respect of growth rates in manufacturing 


Manufacturing 
growth rates Public utilities Construction Transport Trade 
1953-1967 Projected Past Projected Past Projected Past Projected Past Projected 
Austria 
Growtherates meee 5.99 5,0) 
Elasticities 
Е iL Si 7 1.00 1.00 0.97 0.97 1.33 1.33 
И: see 1.30 1.39 0.81 0.82 0.81 0.83 0.85 0.89 
Belgium 
Growth rates ......... 9:27 Sine 
Elasticities 
TaN. Set RSPR Cee ae 9 eles 1,15 0.65 0.65 0.70 0.70 0.64 0.64 
м il Ske 1537 0.82 0.82 0.83 0.83 0.87 0.88 
Denmark 
Growth та. $557 Srl 
Elasticities 
PCS Ree RR ee Be 1.40 1.40 1.01 1.01 0.80 0.80 0.97 0.97 
Dre tite ОИ 33 1.38 81 82 0.82 0.83 0.86 0.88 
Finland 
Growth rates 75 ..5.... 5.95 5.6 
Elasticities 
ee rte И 1.35 1.35 0.66 0.66 0.87 0.87 1.00 1.00 
1 Dh Ree и о 1.30 1.33 0.81 0.81 0.81 0.82 85 0.86 
France 
Growtherates! ......... 5.49 Sa 
Elasticities 
А 1.60 1.60 1.23 123 0.96 0.96 1.09 1.09 
Ви. 34 37 0.82 0.82 0.82 0.83 0.86 0.88 
Western Germany 
Growth Табе о... 6.79 697 
Elasticities 
OG habeas: iy ae hap? 0.91 91 0.77 077 0.65 0.65 0.93 0.93 
В ck 157! 1.37 0.80 0.82 0.80 0.83 0.83 0.88 
Ireland 
Growtht rates. ene 5) 01/ 6.3 
ISB TONES 9b Cosas e eee 
Nal hs Sos Ee ea 1.50 1.50 0.20 0.20 di Re: т ых 
О те ОВ 1.38 ey 0.82 0.81 0.83 0.80 0.88 0.84 
Italy 
ОО ЕСО aan ie LS 6.9 
Elasticities 
Pee ars cua eae EO 1.10 1.10 0.62 0.62 0.80 0.80 0.74 0.74 
ое 1.19 1.24 0 0 0.78 0.79 0.83 0.83 
Netherlands 
Growth rates’. .5.. 5.90 5,6 
lasticiticSma series: 
дя 8 1.10. 110 1.18 1.18 0.80 0.80 0.88 0.88 
ИЯ ot ав 0.81 0.81 0.81 0.82 0.85 0.86 
Norway 
(би НЕ ga onecace 4.83 Sal) 
eeu ыы а 0.40 0.40 1.44 1.44 0.92 0.92 
УЖЕ 140 1.38 0.83 0.82 0.84 0.83 0.90 088 
Sweden 
Growth таке 6.04 Sil 
ae 1.18 118 0.72 0.72 0.59 0.59 0.85 0.85 
Nae ee ee 1 29 1.38 0.81 0.82 0.81 0.83 0.84 0.88 
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TABLE 3.34 (continued) 


Elasticities in respect of growth rates in manufacturing 


OO Public utilities Construction Transport Trade | 
1953-1967 Projected Past Projected Past Projected Past Projected Past Projected 
United Kingdom 
Growth rates ......... Bae 4.0 
Elasticities 
TS tay oer torte eae 1.66 1.66 107 $07 0.75 0.75 0.87 0.87 
о УЕ 1.68 1.50 0.87 0.84 0.92 0.87 1.08 0.96 
Greece 
Growth) ratesaan ana: 7.99 9.5 
Elasticities 
JN lie as ee EY 0 1.56 1.56 1,35 1.55 0.99 0.99 0.91 0.91 
Вав A ces een eee 1.18 teats 0.79 0.78 0.78 от 83 0.85 
Portugal 
Growtherates) sc oe ae 8.24 8.5 
Elasticities 
Nels BIS oS Wes cos os Pacis 23 1.08 1.08 0.59 0.59 0.56 0.56 
Bie ee ictus cbr eee 7 1.16 79 79 0.78 0.77 0.83 0.83 
Spain < | 
Growth rates) anno] oes 8.74 8.5 
Elasticities 
ВЕ .99 0.99 0.78 0.78 0.70 0.70 0.49 0.49 
Be eer ree ens 1.16 1.16 0.79 0.79 0.77 0.77 0.84 0.85 
Yugoslavia 
Growth А. ПИ. 7) 10.0 
Elasticities 
GR eA acy RTA Rs 1.16 1.16 0.70 0.70 0.80 0.80 0.83 0.83 
В Ree ote SPE his 08 No 0.77 0.78 0.75 0.76 0.93 0.87 


Nore. — “ Past” = 1953-1967. а 1954-1967 for “ Past”. 


of manufacturing growth and the appropriate elas- 
ticity can be applied to the projected growth rate 
of manufacturing.16 


A compromise has been arrived at between A, repre- 
senting national experience, and B, representing a 
common international pattern.12” In effect, we assume 


126 A third set of elasticities was calculated (not shown) 
based upon national time-series (taking five-year moving averages). 
But significant correlations were not found in all cases, and 
the results may still be subject to cyclical influences. 


127 The compromise elasticity is derived as follows (taking 
public utilities in Austria, as shown in table 3.34, as an 
example): 


(a) The elasticity (A) derived from the national time series 
(1.37) is assumed to change proportionally in the future in 
accordance with the cross-country elasticity B (from 1.30 to 
1.39) for the change in the growth rate of manufacturing (from 
5.99 in the past to 5.0 in future). This gives a projected elasticity 

1.39 
Giles On (les <a 
1.30 


(6) This result (1.46) is then averaged with the elasticity 
calculated from the cross-country equation (1.39) for the pro- 
jected manufacturing growth rate. The average is the elasticity 
used for the projection of sectoral output (1.42 = mean of 1.46 
and 1.39). Applied to the manufacturing growth rate (5.0), 
this gives the sectoral output growth (7.1 = 1.42 x 5.0). 


Other ways of compromising between national experience 


and the cross-country pattern could obviously be adopted, but 
the results would not differ greatly. 


a partial convergence towards the cross-country pattern. 
The resulting elasticities, and the resulting rates of 
growth of the various sectors, are shown in table 3.35. 
For Ireland and the southern European countries the 
methods had to be adapted slightly because of the incom- 
pleteness of the sectoral data (see table 3.35). 


These elasticities, and the changes in them, express 
inter-sectoral growth relationships which must be regard- 
ed as the net result of a multiplicity of different dynamic 
factors. The principal element is the changing pattern 
of domestic expenditure, shifting over time, and as 
incomes rise, between different kinds of goods and 
services. But other factors enter: changes in the balance 
and pattern of foreign trade; changes in input-output 
relationships which may be technological in origin 
(increasing demand for power) or the result of increasing 
complexity of industrial life (additional requirements, 
say, for financial services); or changing importance of 
publicly provided services such as health, education, 
or military defence. To sum up these diverse, and poss- 
ibly conflicting, elements into a few elasticities—compro- 
mising, as we have done, between, on the one hand, 
an underlying international pattern related more or 
less closely to income levels and, on the other, the some- 
what different trends in individual countries even at 
similar income levels—is necessarily uncertain. The 
process clearly allows little room for the unexpected, 
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TABLE 3.35 


Past : 1953 to 1967; projections : 1965-1967 to 1980 
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but it is at-least derived from a wide range of recorded 


experience, from which certain underlying uniformities 
can be distilled. 


GDP projections 
We now have, in the final column of table 3.35, pro- 


jections of GDP growth rates from 1965-1967 to 1980.128 


In most countries, the effect of adding the non-manu- 
facturing sectors is to moderate somewhat the change 
from the past trend projected for manufacturing alone. 
This is true of the projected slowing down of growth 
in Austria, Denmark, Finland, western Germany and 
Yugoslavia. For some countries, the projected decline 
in manufacturing growth is associated with a constant 
rate of growth of GDP (Italy, Sweden) or even with 
some acceleration of GDP growth (Belgium, Spain). 
But in France and the Netherlands, the result is a simi- 
lar slowing down in both manufacturing and GDP. 


Again, where manufacturing growth is projected to 
accelerate, the addition of non-manufacturing sectors 
moderates the speeding up of manufacturing growth in 
Greece, and adds to the acceleration of manufacturing 
growth in Ireland, and Portugal, while allowing about 
an equal acceleration in Norway and the United 
Kingdom. 

The final result is a certain acceleration in GDP growth 
rates, compared with the trend over the whole period 
1953-1967, in seven countries: Belgium, Ireland,}29 
Norway,!29 United Kingdom, Greece, Portugal and 
Spain; approximate continuance of the past trend in 
two (Italy and Sweden); and a slowing down in the 
remaining seven countries. Of the twelve industrial 
countries, however, GDP growth rates are projected 
to fall or remain unchanged in all except Belgium, 
Ireland, Norway and the United Kingdom. 


The projected average growth rates of GDP in west- 
ern Europe compare with the past trend as follows: 


Projected % 
1965-1967 


1953-1967 % to 1980 


Per cent a year 


Industrial countries 2 
Southern Europe ” 
Total western Europe 2 


а 1963 output values at official exchange rates extrapolated by trend growth 
rates and aggregated. 
5 Excluding Switzerland and Turkey respectively. 


Productivity and employment projections 


We have already established, by cross-country equa- 
tions, relationships between growth rates of output 
and growth of productivity for manufacturing industry 
(see page 84 and tables 3.2 and 3.11) and for the non- 
agricultural non-manufacturing sectors taken as a single 
group (see page 86 and table 3.11).130 These relation- 
128 Also summarized in chapter 1. 

129 Countries in which the “ current trend” in manufacturing 
(and probably in GDP), as defined in table 3.5, is above the 
trend over the whole period 1953-1967. 

130 The relationships found for non-agricultural non-manufac- 
turing as a whole are more satisfactory than the rather diverse 
relationships between output and productivity found for the 
individual sectors. 


ships between output and productivity appear more 
Satisfactory than those between output and employment 
and will therefore be used as one element in deriving 
employment projections (in preference to using the 
direct relationships between output and employment 
growth). For agriculture we have derived productivity 
and employment projections on two alternative hypo- 
theses (see page 110).131 


However, the assumption of convergence to a common 
international pattern of relationships between output 
and productivity growth is implausible as the sole basis 
for projection. As has been done for other elements 
in the projections, a compromise is adopted between 
extrapolation of national experience and the cross- 
country pattern, separately for manufacturing and for 
non-agricultural non-manufacturing sectors as a single 
group.182 A part of each country’s divergence from 
the cross-country pattern in productivity growth is 
preserved, but allowance is also made for differences 
of the projected from the past output growth. 


The resulting projections for productivity and employ- 
ment are given in table 3.36 (retaining the two alter- 
native hypotheses for agricultural productivity and 
employment). 


The manpower balance—industrial countries 


It remains to see how far these projections of GDP 
can be recenciled with reasonable projections of man- 
power supply. 


In table 3.37, we confront (а) the projections 
of employment implied by the output and productivity 
projections with (6) projections of manpower supply 
previously made by the secretariat;!83 the projections 
shown—one of several variants—are mainly authori- 
tative national projections; the important assumptions 
behind them are first, no net migration, in or out, and, 
secondly, no substantial change in the trend of speci- 
fic activity rates. This confrontation of what might 
be termed labour demand and supply projections is 
done only for the industrial countries. 


In most of the industrial countries, the result of the 
confrontation is a prima facie excess of projected labour 
demand over projected supply.184 The main reason is 
not a projected slowing down in productivity growth, 


131 Hypothesis I assumed that output per worker in agricul- 
ture relatively to that in the rest of the economy would remain 
constant (implying a minimum outflow from agriculture). Hypo- 
thesis If assumed for most countries an improvement in relative 
productivity in agriculture and a greater outflow. 

132 As for the sectoral elasticities above, the form of com- 
promise adopted is to take for each country the mean of 
(a) the national productivity growth rate in 1953-1967 adjusted 
by use of the cross-country equation for the change from the 
past to the projected growth rate of output; and (6) the actual 
growth of productivity in each country in 1953-1967. 

133 See “ Determinants of Labour Supply in Europe ” published 
as chapter Ш of Economic Survey of Europe in 1968, especially 
tables 25 and (for alternative hypotheses for industrial countries) 
table 27; “ Variant IL” is referred to in the present text. Some 
of the figures have been slightly revised from more recent 
information. 

134 For the significance of the apparent excess demand for 
labour in Italy, see page 135. 
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TABLE 3.36 
Productivity and employment projections: industrial countries; 1965-1967 to 1980 


Rest of economy Total economy 


Agriculture Manufacturing й 
’ г 7 а ; 
with agricultura 
ye : Projected В Projected ” H. pothesis 
Country Past as Ga Past A р В Past в. А В Past у} И 
Austria 
Productivit Verse orotic aie 5.0 4.6 6:7 .9 4.1 4.2 Sul 92,3) Ps) 4.7 3.8 4.0 
Employment penwsnaets —3.3 —3.0 —4.9 .0 0.9 0.8 Dae ри Dail 0.4 0.9 0.6 
Belgium 
Productivityarnest one me ох А 3.6 3.6 5) 4.2 4.3 23 2.1 2.4 3.1 3.1 Sil 
Employment ель, —3.9 —2.6 —2.6 a 1.0 0.8 1.0 Ney 1.4 0.6 et i ea 
Denmark 
О ЯМА encase cece a She) 4.0 4.0 1 4.1 Sh) 2.6 4 Dee 3.2 3.2 ВЕР 
ЕО ИЕ ooonecuauuucaon —2.5 —3.7 —3.7 4 49) ibis) ine) 1.9 1.9 1.1 tl 11 
Finland 
Productivity бобо ce осо cnt 4.0 4.1 4.1 .1 4.4 4.2 25 2.8 р 3.6 335 ZnS) 
|001) ОИ Sooogacoocuucnde —1.8 —2.6 —2.6 .8 thal 1.4 2.8 DEA 2.4 11 Lek el 
France 
ОА попобооео основе 6.2 4.1 ane a 4.2 4.3 3.4 2 2.8 4.6 Зы 3.9 
ВОО Gosdaucasdoocoua —3.5 —2.4 —2.8 Bf 1.0 0.8 1.6 2.0 1.8 0.3 0.9 0.9 
Western Germany 
Productivity meee wee a 6.0 4.3 6.2 .8 4.2 4.0 3.0 2.6 2.6 4.3 3.3 3.4 
ВОИНЫ “aneoodeoaoamosee —3.6 —2.8 —4.5 so) о И 2.0 2.0 1.9 ВЛ 1: ret 
Ireland 
ОИ ооо оси ов 52 3.8 oie в a 4.8 4.4 Dee. 2.8 Sal SM 3.9 349 
"ХИ cognooeccnaocons —2.5 —1.4 —1.4 ye) 1.4 1.8 101577 2a 1.8 —0.6 1.0 1.0 
Italy 
IPrOdUCtiVity, еее tlare alate Sates 4.5 4.5 0 55 583 8 Zan 2.8 4.9 1 4.1 
УЗО СВО erceonsooasduces —3.4 —2.3 —2.3 8 1.6 Wee) pa Zak 2.1 0.4 bet 1 
Netherlands 
ое gore neoas oo onn ons О) 3.6 3.6 6 4.4 PAT ale 5 she Shh Зе 
ТОО we. ciate vrs 30 —2.3 —2.3 D 1.1 ital 2.0 ioe) ila) 2 1.4 1.4 
Norway 
PrOdUCHIVITY. нано НЫЙ 4.0 6.9 0 4.1 4.2 see 2.6 29 Sy) 3.8 4.0 
JEON, “Gogogdennomcoaud —2.8 —5.1 —7.7 8 0 ORS 5 2.0 1.8 0.3 0.7 0:5 
Sweden 
Productivity® о оо marr 4.7 ay 526 ail 4.1 4.3 1.8 2,2 oad 365 3.2 Be 
Вто) ФУ teen ite torte —4.1 —5.2 —6.0 9 0.9 0.8 1.9 8 1.9 0.6 0 1.0 
United Kingdom 
ОО ИАА een meen etre 5.4 2.6 2.6 al 3.5 3.3 ed) ts a Dee 2.6 2.6 
ВОТ) об" cSuagnuanctenone —2.7 —1.0 —1.0 5 0.6 0.7 0.8 ie 12 0.6 1.0 1.0 


а Productivity and employment projections derived from alternative assumptions in tables 3.24 and 3.25. 
5 Productivity projections as explained in text (page 131) and employment derived therefrom. 


A: Productivity based on cross-country relationships. 
B: Compromise between A and national past trend. 


с Derived by aggregating the В projections for “ Manufacturing” and “ Rest of economy ”. 


but the projected slowing down in the growth of the 
labour force. This in turn is partly because of natural 
demographic causes, but in some countries mainly 
because these projections make no allowance for any 
net migration in future. Small differences need not be 
treated as evidence of a constraint on the projected 
growth rates; there are too many uncertainties in the 
calculations both of projected labour “ demand” and 
of projected “ supply ”.135 But for some countries the 


139 The differences between the two hypotheses about employ- 
ment in agriculture are very small in relation to total labour 
force. 


gap appears significant. These are Austria, Belgium 
Denmark, Finland, western Germany, Зуедет ап@ the 
United Kingdom. How far need these apparent gaps 
be regarded as serious constraints on the projected 
growth rates of total output ? It will be seen (table 3.37) 
that the calculated gaps in these countries are equiv- 
alent to between just under 10 per cent and just over 
15 per cent of the projected labour force in 1980 (or 
between about № per cent and 1 per cent a year). 
There are several ways in which the gaps might be 


partly or wholly filled, if desired, without affecting the 
output projections. 
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тео TABLE 3.37 
й Confrontation of labour demand with projected supply; industrial countries, 1965/67 to 1980 


Change in labour “ demand” Projected labour force in 1980 


Estimated shortage (—) 


AO [2 
В or surplus (+) of manpower 


aera i ea Da и ce pulleys i lh eet 
Country Thousands fone Fikes oe aes sd ie seh Total ee ey Ab Bo ce 
Pitino 1 a Ale OO ЕО Е Oa ase en “1 
Reise Pee 229 ЕС О sot 14 Пе Е а.” a ie ton и. 
о О о 1.1 6 OED 30 ИЕ м 
о АЗ а 39 Зоб 6201000 азс Ри Е о 
cea foes... 1572 0.5 2816 09 2686 09 20520:0.02653 Эа Пн ee 
Western Germany ....... 164 0.04 988. 1.2. 4.53 1.1 1906009) 26007 199. 152 а. ое о 
a а о а оо es ee 
a ee eee 0,7 3045 Tt 045 I) 908 04) 2901208" Зо Зо Smee 
GM bat a ee 0) STL a = Ot e 70, 101 5103 e070 270 ky) ee oe 
о О оО MOTOS. Sete Ot esr as о On, eee 
Sci ea SUE U0 SIS LOM 0 о ог 3 420 rei ere 1s ee 
ое ен реа Made О “5435 1 0 5 п но вы 


о 


А ae from Economic Survey of Europe т 1968, chapter III, table 25, taking “ Variant П”. Projected per cent increases in total labour force applies to employment in 


5 Employment projection consistent with output and productivity projections (estimate B from table 3.36). 
с Assuming over-all productivity increase to be at the same rate as in 1953-1967. 


First, and most obviously, the projected productivity 
growth rates might be faster than we have projected. The 
effect on labour demand of continuing the past trend of 
productivity growth is shown in table 3.37 (column С). 
For most countries, the projected over-all productivity 
growth is very close to the past trend. There are however 
three important exceptions among the countries showing 
a labour shortage. In Austria and western Germany, 
our projected reduction of the over-all growth rate 
of GDP, as compared with the whole period 1953-1967 
(although less so as compared with the 1960s), is asso- 
ciated with a certain slowing down of the rate of over- 
all productivity increase. Such a slowing down appears 
to be in accordance with the cross-country pattern. 
But it is by no means certain, and it is true that in these 
two countries the slowing down in output growth in 
the 1960s was not accompanied by any marked slowing 
down in productivity growth. A continuance of the 1953- 
1967 productivity growth rates would in fact remove 
the labour supply gap in Austria and reduce it to a very 
small figure in western Germany. It may also be noted 
that the gap in Sweden would be somewhat reduced 
if past over-all productivity growth continued. A differ- 
ent case is the United Kingdom, where the projected 
acceleration of GDP growth is associated with a pro- 
jected acceleration in productivity growth (by about 
half of 1 per cent a year). If this should not occur, the 
labour supply gap, for the projected output growth, 
would be correspondingly increased. 


Secondly, the labour supply projection allows for effec- 
tively no migration (an assumption dictated simply 
by the difficulty of finding any alternative hypothesis). 
But some of the countries with apparent gaps have 
in fact been, and still are, significant immigration coun- 
tries. This is particularly true of western Germany 


but a flow of immigrants no greater than in the past 
could not make a significant impact in the other countries 
showing labour supply рарз.136 


Thirdly, there is the possibility of increased activity 
rates, mainly for women. The Secretariat study already 
referred to 137 suggested various alternative hypotheses 
for activity rates; one of them (Variant IV) assumed 
an increase in activity rates for women in industrial 
west European countries, by 1980, to the rates prevailing 
in the United Kingdom (which showed the highest 
rates) in 1965. This variant would remove the labour 
supply gap in our projections in Belgium and could 
reduce it substantially in western Germany (by about 
800,000). 


Finally, further small reductions in the agricultural 
labour force, beyond those proposed in our hypotheses, 
are not to be ruled out. This could significantly affect 
the labour supply gap (of about 1 per cent) in Finland, 
where our 1980 projection for employment in the agri- 
cultural sector—which includes forestry—amounts to 
as much as 17 per cent of the total labour force. 


The conclusion remains that only very few of the GDP 
growth rates—notably those for Denmark, Sweden 
and the United Kingdom—must be regarded as sub- 
ject to a serious labour force constraint, unless a marked 
increase in the growth of productivity, or in the elas- 
ticity of the labour supply, should occur. These are 


136 France is also a net recipient of immigrants, hitherto at 
a rate quite sufficient to offset the small apparent shortage in 
the projections. For some incomplete data on migration see 
“ Determinants of Labour Supply in Europe ” (op. cit.) especially 
chart 8 on page 221. 

137 “ Determinants of Labour 
especially table 27 on page 244. 


supply in Europe” (op. cit.) 
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three countries in which the projected growth of labour 
supply—always assuming no net migration—shows 
among the biggest reductions from the past trend, 
while our output projections show constant growth 
rates for Denmark and Sweden, and an acceleration—to 
a rate more in accordance with its income level—in 
the United Kingdom. The labour supply constraint 
is, indeed, recognised, as is shown by the efforts being 
made to carry through active manpower policies and 
redeployment of the labour force. 


It must, however, be recalled that the output projections 
put forward in this study are not in any sense intended 
as growth “ targets” or forecasts. They are constructed 
in accordance with a special set of assumptions; in 
the present section of the study we are concerned only 
to show how far the output projections, if treated as 
practicable or desirable, can be regarded as consistent 
with the range of possibilities about the development 
of labour supply and productivity. 


The manpower balance in southern Europe 


The discussion above has been confined to the indus- 
trial countries of western Europe. Over-all labour supply 
is evidently not a constraint on economic growth in 
southern Europe (even though supply of labour with 
particular experience and qualifications may well be 
a constraint). The important question, rather, is how 
far the projected growth rates for the non-agricultural 
sectors are likely to absorb the reserve of manpower 
in agriculture. 


Some estimates have been made above, on certain 
hypotheses about the development of relative produc- 
tivity in agriculture, of the labour supply likely to be 
available for non-agricultural sectors (see table 3.25). 
These estimates can be compared with our projections 
of the growth of output in non-agricultural sectors to 
yield projections of implied productivity change. Al- 
though we have not applied to the southern countries 
the equations linking output growth with productivity 
growth, the past trend of productivity growth may 
serve as a crude test of plausibility. The results are 
shown below. 


Southern Europe: Non-agricultural sectors Per cent 
Projections 1965-1967 to 1980 a year 
Trend rate 
Implied of productivity 
productivity increase 
Output Labour supply 8 increase 1953-1967 
Greecemer rar Tots Sho Tie) 51 4.5 to 4.0 e 
IROntngaleanenee The? ро 5.0 to 4.9 4.7 
SPL Secosuoas 7.0 22.5 4.6 to 4.4 4.4 
Yugoslavia® ... 8.9 6.0 to 6.7 РИ 10 ВИ 6.3 


@ Gross material product excluding agriculture. 


5 Range resulting from Hypotheses I and Ш for agricultural productivity 
(see tables 3.24 and 3.25). 


¢ Employment and productivity figures not available. 


So far as this comparison goes, it suggests a certain 
consistency in the manpower and _ non-agricultural 
output projections for Portugal and Spain, and probably 
for Greece. For Yugoslavia the assumptions about 
agricultural output and employment clearly indicate 
a greater labour supply for other sectors than is likely 


to be absorbed even with the high rate of output growth 
in these sectors. 

In all the southern countries, however, the basic 
problem remains. Output, and income, per person 
engaged in agriculture remain, on our projections, 
very low. This is associated with high shares of agricul- 
ture in total employment (20 to 30 per cent projected 
for 1980—see table 3.24) which represent a potential 
for emigration, or for still faster growth. 


Comparisons with some national projections 
for industrial western Europe 


Most projections by national authorities, unlike 
those set out here, rest upon forecasts of labour supply 
combined with rather different approaches to the pro- 
jection of productivity. Comparisons of some major 
variables, covering four countries for which national 
projections applying to a similar future time-span are 
available, may however be useful for assessment of our 
projections. Exact comparison of the projections is 
impossible, for example because of differences in the 
precise time-spans covered and in the degree of detail 
by sectors. But a broad comparison illustrates some of 
the problems that must arise in any long-term projection, 
and the points at which different methods of approach 
yield different results.138 


France 


In the course of preparing the Sixth Five-Year Plan 
(1971-1975) longer-term projections have been made 
by the French Authorities extending to 1985. For the 
period 1965 to 1980, the French projections imply a 
growth of real gross national product (factor cost) 
at the rate of about 5.7 per cent а уеаг,139 as compared 
with our projection of 4.6 per cent. Over half of this 
difference is due to the recent revision of French national 
accounting statistics, the result of the revision being 
to add rather more than half a percentage point to the 
previously recorded growth rate in 1962 to 1967. Past 
trends in the present study were based on the unrevised 
series; adaptation to the revised series would have added 
about 0.7 per cent to the projected growth rate, raising 
it from 4.6 per cent to about 5.3 per cent.140 


138 A set of projections to 1980 for member countries is being 
compiled by the OECD, but the final figures are not available 
at the time of writing. 

139 This corresponds to an increase of 6 per cent a year in 
“ Production intérieure brute ” at market prices (French national 
accounting concepts, which differ slightly from the UN Standard 
National Accounting system). The 6 per cent for 1965 to 1980 
implies about 6 per cent for the period of the Sixth Plan; which is 
the figure selected by the French Government for the preparation 
of the Plan. 


140 When the calculations for the present study were made, 
the revised series was available only from 1962. It is uncertain 
by how much revision of the complete series back to 1953 would 
increase the estimate of the growth rate. The revision also raises 
the /evel of GDP per head, in 1965-1967, by about 6 per cent. 
In itself, this would have the effect of reducing the projected 
growth rate of GDP, but by less than 0.1 per cent. It is more 
important that the upward revision of output series appears 
to have affected chiefly manufacturing output. Since our projec- 
tions are in part based on the extrapolation of past trends in 
manufacturing output, the effect of introducing the revised 
figures would have been to increase significantly the projected 
growth rate. 
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__For_the test, the projections of the French author- 
ities rest upon a higher estimate of the future growth 
of annual labour productivity !41—at least a continuance 
of past rates in contrast to the slowing down implied 
by our analysis. This is a basic assumption of the French 
projection, which specifically implies economic policies, 
and changes in past trends of economic performance, 
promoting accelerated growth of industry and sufficient 
price stability for greater industrial competitiveness 
at home and abroad. In addition, more recent demo- 
graphic projections by the French authorities (including 
an allowance for immigration) have led to a significantly 
faster increase in manpower supply than the 0.5 per cent 
annual growth that we used. 


Exact comparisons of output projections by sectors 
cannot be made. But it is apparent that the faster growth 
rate envisaged by the French authorities is to be found 
chiefly in manufacturing industry. The French projec- 
tions also show considerably faster growth in transport 
than our projections, but only slightly faster growth 
in the energy and trade sectors. At the same time, growth 
of agriculture is expected in the French projections to 
slow down to less than 1 per cent a year (against 114 per 
cent in our projections, and compared with well over 
2 per cent in 1953 to 1967). 


Western Germany 


The official projection for western Germany 142 
contains two variants: the highest, envisaging a growth 
of real GDP at the rate of 4.3 per cent a year from 
1965 to 1980, is very close to that resulting from the 
present study—4.6 per cent. (The lower west German 
official variant is 3.5 per cent). But our projected slowing 
down of productivity gains— from 4.3 per cent a year 
in 1953 to 1967 to 3.3 or 3.4 per cent in future—implies, 
as was shown above, a substantial shortfall (17 to 18 per 
cent by 1980—see table 3.37) against projected labour 
supply; the higher of the alternative west German 
projections is based on the rate of over-all productivity 
gains being maintained (at 4.3 per cent a year). The 
west German labour supply projections, envisaging, 
on either alternative, no significant change in total 
employment between 1965-1967 and 1980, are effec- 
tively the same as ours.148 Thus the crucial issue 1$ 
whether in fact past rates of productivity growth can be 
maintained with a slower rate of growth of output 
and employment. 


The sectoral output projections—which are given 
in the official projections in even broader groups than 
ours—do not suggest substantial differences of view 
about the pattern of development. In particular, the 
growth of agricultural output is put at 1.4 per cent 


141 The French estimate for annual productivity growth is 
5 per cent a year for the whole non-agricultural sector, allowing 
for an average working weck by 1985 of 41 hours and 5 weeks 
of holiday. 

142 Bundesministerium ftir Wirtschaft: “ Perspectiven der 
wirtschaftswachstum bis zum jahre 1980”, Die Wirtschaftliche 
Lage 3rd quarter, 1968. 

143 The west German higher variant includes an increase 
in the foreign labour force from 1 million to 2 million. But this 
would add only 4 per cent to the 1980 labour force as computed 
on the assumption of no net migration. 
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which agrees with the OECD projections used in the 
present study (see table 3.22); agricultural employment 
is projected to fall at just over 314 per cent a year (com- 
pared with our alternative estimates of 3 per cent and 


4 per cent), implying about a 40 per cent reduction 
between 1965 and 1980. 


Italy 


А set of official projections for the period 1971 to 
1980 (known as “Progetto ’80”)!44 was published 
in 1969, and served as a framework for the second 
medium-term economic plan (1971 to 1975). “ Pro- 
getto ’80” contains four alternative growth rates. 
The first two yield a 5 per cent growth of GDP, and 
imply almost no increase—only about 0.1 per cent 
a year—in employment over the future period. (The 
differences between the two alternatives are only minor). 
Broadly speaking, these two alternatives represent a 
continuation of past trends in the rates of growth of 
output, employment and productivity and in the balance 
between the major sectors. The negligible increase 
in total employment which results from extrapolation 
of past trends in output and productivity would, however, 
conflict with the forecast increase in manpower supply. 
Over the period 1965-1967 to 1980, the total manpower 
supply is expected to increase—assuming no net migra- 
tion—by nearly 2 million, or 0.7 per cent a year. 


Taking the view that the growth of labour produc- 
tivity is more likely in fact to accelerate, at least in 
non-agricultural sectors, the authors of “ Progetto ’80”, 
have presented two higher alternative growth rates 
of GDP—5.85 and 6.55 per cent a year. Although 
these alternatives allow for somewhat faster growth 
of productivity, they are expected to result also in a 
faster growth of employment—respectively, 0.75 and 
0.95 per cent a year (about 2 per cent a year, in both 
cases, in non-agricultural employment). 


Our own projection of the growth rate of GDP 
(5.3 per cent a year) is similar to the two lower alter- 
natives in “ Progetto ’80”. The forecasts of the future 
labour supply are in agreement. Our projection differs, 
however, in that it is based on a certain slowing down 
of the growth of over-all labour productivity as com- 
pared with the past trend, and, consequently, in a 
slight excess of demand for labour over the expected 
supply (table 3.37). This is partly because our projections 
for individual sectors, and particularly for manufactur- 
ing, represent a slowing down of output growth from 
past trends, but partly, also, because the past rate of 
growth of productivity in Italy, in relation to output 
growth, was significantly higher than is suggested by 
inter-country comparisons (Table 3.11).145 


The implication resulting from our projections of 
the development of a labour shortage (Table 3.37) 


144 Ministero del Bilancio e della Programmazione economica, 
“ Rapporto preliminare al Programma economico nazionale 1971- 
1975 (Progetto ’80)” in Mondo Economico, Supplement, 
26 April 1969. 

145 The growth of total GDP in our projections is about 
the same as the past trend, because of the changing balance 
between the major sectors. 
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is however misleading (even if the projected fall in the 
rate of productivity growth is overstated). The forecast 
of labour supply rests upon virtually unchanged specific 
activity rates, and these rates, especially for women, 
are particularly low in Italy just because of the low 
level of demand for labour. Thus the forecast increase 
in labour supply cannot be regarded as a full measure 
of the future demand for jobs. It is improbable that 
a genuine degree of “ full employment ” could be achieved 
except by a significant acceleration of the growth rate 
from its past trend—probably to about the rate proposed 
in the highest of the four alternatives of “ Progetto ’80”. 


Sweden 


The special feature of the projections now being 
prepared in Sweden for the period 1970 to 1980 is that 
the changes assumed in the pattern of final demand, 
combined with no increase in manpower supply and 
reduced working hours, may well carry wit. them a 
significant (nearly 1 per cent) reduction in the over-all 
growth rate to about 314 per cent a уеаг.146 This con- 
trasts with our projection of a growth rate of GDP 
maintained at the past trend of just over 4 per cent 
a year. Our output projection, as has been pointed 
out, would, however, require a considerable acceleration 
in the increase of over-all productivity or a greater 
increase in the labour force than current trends in 
activity rates suggest. Thus the lower growth rate in 
the Swedish projection represents one solution to the 
problem posed by our own projections. 


The problem emerges clearly from the main lines 
of the tentative Swedish projections. On the supply 
side, the size of the total labour force is expected to 
remain constant (in accordance with the national man- 
power projections chat we have used). But reductions 
in working hours—to 40 hours a week by 1975 and а 
further fall thereafter 14’—are expected to reduce the 
total input of man hours by about 0.6 per cent a year 
during the 1970s. The development of over-all labour 
productivity is heavily influenced by one of tne basic 
assumptions of the Swedish study. This is the continued 
expansion of public consumption at the rate of about 
5 per cent a year. Although an increasing proportion 
of public consumption will consist of goods and services 
bought from outside the public sector (a general tendency 
noted above), yet an increase of labour input in the 
public services sector is implied of as much as 3 per 
cent a year. The result will be a growth of the proportion 
of the labour force in public services from 15 per cent 
in 1965 (19 per cent in 1970) to over 25 per cent by 
1980,148 and a steady decline in employment in other 
sectors (about 2 per cent a year in industry and 3 or 4 per 
cent a year in agriculture and forestry). 


_ 146 For a general account of the main lines of Swedish think- 
ing, see Erik H66k “ Perspectives on the Swedish Economy ” 
in Skandinaviska Banken, Quarterly Review 1969:4. A further 
report on the prospects for the 1970s is expected to be published 
shortly. 

ee This apparently takes account of an expected increase 
In part-time work, 


148 The Swedish proportions quoted are in terms of man- 


hours. They are roughly comparable with the 17 per cent of 
total numbers employed in Public Services in table 3.27. 


Thus, although it is expected that growth of labour 
productivity in individual sectors, and notably in manu- 
facturing, will accelerate, yet the effect of the shift 
towards public services—with their low level of recorded 


productivity—will be a decline in the growth of total | 


labour productivity.149 Our own output projections 
differ in two main respects. First, we do not envisage 
so marked a shift towards public services: we assume 
that this growth will be rather slower than that of GDP, 
as in 1953 to 1967, instead of considerably faster. Se- 
condly, we assume a certain slowing down of produc- 
tivity growth in manufacturing—the main reason for 
the pressure on labour supply indicated by our projec- 
tions—instead of the acceleration envisaged in the 
Swedish projections.150 The Swedish projections indeed 
envisage a growth of industrial productivity per man- 
hour of over 614 per cent (perhaps 5 to 6 per cent in 
annual productivity); by comparative standards this 
is extremely fast, especially in conjunction with the 
projected output growth of only 4 per cent. 


Yet even if the accelerated productivity gain is accepted, 
the Swedish projections, as their authors point out, 
imply only a very moderate rise in private consumption— 
about 2 per cent a year, against 4 per cent a year in 
the past. Thus the balance between private and public 
consumption may become a major problem for a policy 
of growth.151 


* * 


It will be noticed, without much surprise, that a 
common feature of these comparisons—and a very 
crucial one—is the difference in the projections of 
productivity growth. The four national projections 
reviewed here all envisage the continuance, or even the 
acceleration, of past trends in the increase of productivity. 
By contrast, our own projections envisage for these 
four countries—as for most industrial countries—a 
slowing-down of productivity increases in industry 
and no acceleration of over-all productivity growth. 
The main reason for our more cautious results, which are 
largely derived from cross-country comparisons, is the 
projected slowing down of manufacturing growth 
in most industrial countries, combined with the slower 
rates of productivity growth that we find from past 
experience to be associated with slower rates of output 
growth. 


119 Аз has already been observed, the Swedish estimates 
of GDP growth do not allow for any increase in “ productivity ” 
in the public services (see table 3.26), and are thus conservative 
in relation to the estimates made by many other countries. 
This downward “ bias” in the Swedish output estiniates, rela- 
tively to those of other countries, will increase if the growth 
of employment in public services in fact exceeds that of total 
employment. 

120 There is some compensation in our projection in that 
we have assumed a slight fall in output of agriculture and forestry 
and a bigger fall in employment in that sector, than the Swedish 
projection. This assumes a constant level of output (agriculture 
proper declining, but forestry continuing to increase), в 

151 See Erik H66k op. cit. However, it may also be noted 
that the growth of total population is forecast to slow down 
from 1.0 to 0.5 per cent a year (Economic Survey of Europe 
in 1968, table 19, p. 223). | 
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APPENDIX 3.1 


Formalized statement of the relationships between manufacturing growth and GDP growth 


The purpose of this note is to give a full account of the methods 
used for the analysis in section 3.3(i). 


Equation numbers; the general forms of the equations, relevant 
to this appendix only, are given as Al, A2 etc. Actual estimates 
have the same numbers as in the main text (3.4, 3.11, etc.). 


Symbols used (ail variables which are not otherwise specified 
are in terms of annual percentage changes in output volume): 
xX = GDP 
X’ = GDP/head at US $, 1963 factor cost, official exchange 
rates 
Y = manufacturing 
Z = non-manufacturing sectors 
E = elasticity 
а and 6 = the constants in the equation relating manufacturing 
growth to the level of GDP/head 


c and d = the constants in the equation expressing elasticity as 
a function of manufacturing growth 


Wy and wz = the weights of the manufacturing and non-manu- 
facturing sectors respectively (wy + wz = 1) 

Thus: 

X = Ум, + Zwz (Al) 
Zz 

(eee (A2) 
У 

Fi, = IONE (A3) 


Hypotheses: The hypotheses formulated and the basis for them 
is found on pp. 58 and 78. They could be expressed as follows: 


Y=f (X’) (A4) 
E=f(Y) (А5) 
It follows that: 

E=f (X’) and, from Al, A4 and Аб, that (A6) 
X =f (X’) (A7) 


Specifications: Our basic hypothesis is that manufacturing 
growth can be regarded as the “ motor” of total economy and 
that it is related to the level of GDP/head in such a way that 
growth rates become lower when the level of GDP/head becomes 
higher. Various experiments gave the result that this relation- 
ship was best expressed by an equation of the type (see section 3.2(i)). 


1 
Y=a-+ b — 
x’ 
The estimate of this equation, in which the United Kingdom 
and Ireland were excluded, gave the following result : 


2888.3074 

У = 2.82 + —————__ (r = 0.96; o = 0.74) 
GDP/head 

Our next step was to make an estimate for the elasticity of 


non-manufacturing growth on manufacturing growth as a func- 
tion of manufacturing growth rates. We chose the form: 


d 


BS @) 
У 


(АЗ) 


(3.4) 


(A9) 


11 


The best estimate of this equation, in which the United Kingdom 
and Ireland were excluded, gave the following result: 


2.0019 


ty 
| 


Oss и = 0.73: © = 0109) (3.11) 


Y 


The equation was also estimated for each individual country 
on the basis of the five-year moving averages of elasticities and 
growth rates. The results of these estimates are found in table 3.7. 
By estimating equations (A8) and (A9) we have obtained “ inter- 
national” values for the coefficients a, b, c and d as well as 
“national ” values for the coefficients c and d. 


Integration of the equations for manufacturing growth and for 
elasticity of non-manufacturing growth 


From equations (Al) and (A3) above, it is clear that 
Х = Ywy + EYwz (A10) 
By means of equations (A8) and (A9) above, this can be written 
as: 
b 


Х = (wy + cwz) а + ——) + dwz 
RS 


(All) 


Since the second parenthesis is equal to Y we can also write: 


X=a+ BY (A12) 


where, of course, a = dwz and В = wy + си: 


This last pair of equations can be used in various ways. First 
of all we can make a direct estimate of equation (A12) on the basis 
of the observed values for X and Y. This is what we have called 
an international pattern for GDP-growth as a function of manu- 
facturing growth. Because of the identity between equations (A12) 
and (А11), this is the same as saying that we have established 
an international pattern for the coefficients c, d, wy and wz also. 


The best direct estimate of equation (A12), in which the United 
Kingdom but not Ireland is included, was found to be: 


xX = 112 + 0.6002) У © = 097, с = 0:38) (3.8) 


It was said above that the estimation of equation (А12) also 
gave us an “international” pattern of the coefficients c, d, wy 
and wz. Since we already had a pattern for coefficients с and а 
from the estimate of equation (A9) above, it is now possible to 
distinguish between the patterns for the coefficients in the elas- 
ticity-function and the pattern for the weights. This is done by 
computing equation (А11) for each country and using the national 
values for the weights but the international values for the elasticity 
coefficients. The estimates of GDP-growth done in this way are 
then compared with the estimates obtained by equation (3.8) 
above. The difference between them is due to differences between 
the national and the international weight-systems and is presented 
in table 3.9, column 7. 


The next step is to compute again for each country the equa- 
tion (А11), but this time with national values on both the weight 
and the elasticity-coefficients. (The latter are found in table 3.9). 
This new series of values for GDP growth is also compared with 
the estimates made by equation (3.8). This time, the difference 
consists of effects of divergences both in the weights and the 
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elasticity-functions. Since the former have just been distinguished, 
it is easy to obtain separate values for the effects of differences 
between national and international elasticity systems. These results 
are accounted for in table 3.9, column 8. 


There is one important comparison that remains to be made. 
Going back to equation (А11) we see that it can also be written 
as: 


Wyb + cwzb 
XC = (Oy, Ste Gy) @ т ON Е (A13) 
xX’ 
б 
or simply X= y + (А14) 
el 


where, of course, y equals the whole expression before the fraction 
in equation (A13) and 8 equals the numerator of the fraction. 
This gives an expression for GDP/growth as a function of the 
level of GDP/head. A direct estimate, in which the United King- 
dom and Ireland are excluded, gives the following results: 


1723.7705 
GDP-growth = 2.85 + ({ = 095. © = 0.52) (3:12) 


GDP/head 


The estimate of this equation can be said to incorporate the 
international pattern for all the variables that we have worked 
with, namely manufacturing growth, elasticities and weights, all 
in relation to the level of GDP/head. Two important results can 
be deduced: (а) a comparison with the outcome of the estimate 


of equation (3.8) will give the total net effect on GDP-growth 
of deficiencies in manufacturing growth, since the latter equa- 
tion is based on actually observed manufacturing growth rates. 
This comparison is made in table 3.9, column 4. (b) On the other 
hand, when we compare the rates of GDP growth calculated 
from (3.12) with the actually observed rates, we get an expression 
for that part of the difference which is not “ covered ” by other 
effects, such as differences in weights and elasticity-functions 
(column 5 in table 3.9). 

The following indication may be given of the precision of the 
direct estimates. The coefficients a, В, у, and 6 have been defined 
in terms of a, b, с, 4, Wy and wz above. If we compute a theore- 
tical value for the coefficients designed with Greek letters using 
the estimates of the “latin” coefficients, and compare them with 
the values actually obtained in the estimates, we get the follow- 
ing results: 


Coefficient Theoretical value Estimated value 
a — hei 
B 0.65 0.60 
у 2.95 2.85 
б 1877 1724 


The last difference, which may seem big, means only a difference 
of 0.15 in GDP-growth rate at a GDP/head level of $1,000 and 
0.07 at a level of $2,000. Since both values are surrounded by 
a certain standard error of estimate, it can be concluded that 
they are not significantly different. In the following reference 
table, estimated values are given of the main aggregates at certain 
standard levels of GDP per head. 


Reference table showing growth of certain aggregates at standard levels of GDP/head 


Elasticities on manufacturing 


Annual percentage changes in output 


growth Annual percentage changes 


Productivity growth Employment growth 


Manu- Non-manu- 
facturing facturing GDP-volume Non- Manu- Manu- 
Level of GDP/head growth growth growth manufacturing GDP facturing facturing 
at 1963 factor cost US$ (3.4) * (esis! fey) (S12) * И * (3.9) (3.6.а) * GDP#4 (3:7.a)* GDP 
а оо ero 8.6 а) 6.3 0.60 0:72 6.3 See 2-2 1.0 
(EU: Serica tee мене о 6.7 4.6 5:2 0.67 0.77 Se 4.3 > 0.8 
ол: Stal 4.1 4.6 0.72 0.81 4.5 3.8 1.2 0.7 
о се tek 5}, il 3.8 4.2 0.76 0.84 4.1 3.4 1.0 0.7 
ОО. 4.8 851 4.0 0.79 0.86 3.9 325 0.9 ИЯ 
DSO Meee eae wae 4.5 ae 3.8 0.81 0.88 3.8 3.1 0.8 0.6 
о Torani as 4.3 3.4 3:7 0.84 0.89 3.6 3.0 97 0.6 
а Е а 4.1 3.4 3.6 0.86 0.91 5:5) 2.9 0.6 0.6 
ов Бок 4.0 3:3 55) 0.87 0.92 BED 2.9 0.6 0.6 
ЗО 3.8 Shy? 3.4 0.90 0.94 353 2.8 0-5 0.6 
И о ое бе Зы Зо! Joa 0.91 0.95 323 2.8 0.5 0.6 
® Number of equation. а Table 3.10. 
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CHAPTER 4 


INTERNATIONAL COMPARISONS OF REAL INCOMES, 
CAPITAL FORMATION AND CONSUMPTION 


(Note on a methodological experiment) 


(i) The objectives 


The difficulties inherent in international comparisons 
of per capita income levels in real terms are numerous 
and well-known. The most serious among them arise 
from the frequent disparities between official exchange 
rates and the real purchasing power of national currencies, 
and from differing internal price relatives which dis- 
tort structural, and thus global, comparisons. 


Such comparability problems exist both among the 
west European market economies and within the group 
of centrally planned economies of eastern Europe. 
It goes without saying that the difficulties encountered 
in making comparisons of real income levels within 
these two groups of economies are greatly magnified 
in east-west comparisons. 

As the interest in comparing development levels 
reached in various countries grew after the last war, 
numerous attempts have been made to measure them. 
Firstly, attempts have been made to revalue national 
products and sub-aggregates in some “ neutral” prices, 
or—in comparisons between two countries—in two 
sets of national prices. Such “ re-pricing ” methods were 
used in the by now classical study by Gilbert and Kravis 
in the mid-1950s.1 A rather similar exercise was carried 
out by the secretariat of the Council for Mutual Eco- 
nomic Assistance in comparisons between the countries 
of eastern Europe and the Soviet Union,? and in a 
number of other inquiries with varying degrees of 
disaggregation and geographical coverage. In the field 
of comparisons relating to consumption levels, special 
mention should be made of the inquiry undertaken 
jointly by the statistical offices of Poland and Austria, 
under the auspices of the Conference of European 
Statisticians.3 In conjunction with the University of 


1 М. Gilbert and I. Kravis, An International Comparison 
of National Products and the Purchasing Power of Currencies, 
OEEC, 1954. Mention should be made of the pioneering approach 
of Colin Clark in using “ international units” and “ oriental 
units” in comparing levels of development in various regions 
and countries (Conditions of economic progress, London 1940). 

2 Some results of this study were presented in Sopostaylenye 
игоупеу ekonomicheskovo razvitia sotsialisticheskikh stran, Moscow 
1965. 

3 See “ Comparisons of levels in consumption in Austria 
and Poland”, Conference of European Statisticians, Statistical 
Standards and Studies, No. 16. The Conference has also sponsored 
a comparative study of industrial labour productivity in Czecho- 
slovakia and France (the results of which have appeared in docu- 


ment Conf. Eur. Stats/WG.21/9). 


Pennsylvania, the United Nations Statistical Office has 
recently initiated an “International Product and Pur- 
chasing Power Comparison Project” aimed at com- 
paring by re-pricing methods the levels of gross domestic 
product of some 15 countries, mainly in Europe, with 
that of the United States, and the Conference of European 
Statisticians is endeavouring to promote additional 
comparisons between pairs of countries participating 
in the project, with a view to facilitating the checking 
of results of indirect comparisons between countries 
(i.e. through a third country) by means of direct com- 
parison. 


However, these re-pricing methods are very expensive 
and time-consuming. For this reason, other approaches, 
usually referred to as “short-cut methods” are also 
being tried. These relatively recently developed tech- 
niques rely on the use of physical or “ non-monetary ” 
indicators of output and/or consumption, and on 
application of regression analyses of varying complexity. 
One approach, largely followed in the present note, 
was developed by F. Janossy and E. Ehrlich in Hungary, 
with the purpose of comparing income levels in Hungary 
with those in other countries.4 W. Beckerman made а 
contribution to the technique by introducing mul- 
tiple correlation analysis applied to a relatively small 
number of physical indicators.® А multi-variate сог- 
relation approach has also been applied in a major pro- 
ject, undertaken by the United Nations Research 
Institute for Social Development, to study the inter- 
relationships between social and economic develop- 
ment in various countries and world агеаз.6 


The purpose of the present exercise is to estimate 
per capita real income levels in European countries, 


4 Е. Janossy, “ A gardasagi fejlettség mérhetdsége és uj mérési 
mdodsrere ”, K6zgadasagi es jogi Kodnyvkiado, Budapest 1963, 
and Е. Ehrlich, “ An examination of the inter-relation between 
consumption indicators expressed in physical units and per 
capita national income”, Czechoslovak Economic Papers, 
October 1966. G. Szilagyi experimented with both time-trends 
and cross-country approaches in his attempt to compare income 
levels in six east European countries (“А simplified method 
for the international comparison of national income”, Sym- 
posium on National Accounts, Warsaw 1968). 

5 International Comparisons of Real Incomes, OECD Develop- 
ment Centre, 1966. See also W. Beckerman and R. Bacon, 
“Tnternational comparisons of income levels; a suggested new 


measure ", Economic Journal, September 1966, No. 303. 
> For preliminary results, see United Nations Research Ins- 
titute for Social Development, Research Notes, Nos. | and 2, 


Geneva, June and July 1968. 
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east and west, in 1965, by refining somewhat the tech- 
niques of computation employed in previous experi- 
ments of this kind. Whilst the actual refinements are 
described in some detail below, it can be stated here 
that the focus is essentially on two sets of comparisons. 
For the reasons spelled out below, the method used in 
the present approach is best suited for comparisons 
of income levels among west European countries, and 
this forms the main part of the inquiry. The results 
obtained can be compared not only with data on per 
capita incomes at official exchange rates, but also with 
some results obtained in other special studies, based 
on both re-pricing and short-cut methods. 


Secondly, the inter-relationships between various 
non-monetary indicators and GDP levels based on the 
experience of western countries can be used to throw 
some light on the comparative levels of income among 
east European countries, and these ‘estimates can in 
turn be compared with the results of other inquiries 
undertaken in the area. 


It is tempting to push the analysis a step farther, by 
using the estimates obtained for comparisons between 
eastern and western countries. This procedure could, 
however, be criticized on the grounds that the set of 
physical indicators introduced into the exercise on the 
“western” side contains in fact a certain pattern of 
weights given to various aspects of economic and social 
development. Given the different strategy of growth 
in east European countries (the emphasis on productive 
investment, basic and heavy industries, etc.), it can be 
argued that the same set of indicators should not be 
used for the explicit purpose of east-west comparisons. 
Nevertheless, the distortions due to this factor are 
probably not large enough to preclude the use of GDP 
estimates of all countries as “ observations ” for some 
analytical purposes, for instance in a Chenery-type 
cross-country analysis. 


In the second stage of the exercise, the experiment 
in a “short-cut” approach was extended to cover, 
in turn, capital formation and consumption. Thus, 
independent estimates of these two sub-aggregates 
were obtained which throw some light on international 
differences in the structure of domestic expenditure. 


(ii) The method 


It is well-known that many physical indicators of 
output or consumption are rather closely related to 
over-all levels of output, consumption or income, 
both between countries and over time. This means that 
knowing, say, per capita consumption of energy in a 
country, one can obtain an idea of its “ real” per capita 
national income by reference to а pre-determined 
relationship between per capita energy consumption 
and per capita income. The latter inter-dependence can 
be derived from the historical experience of a country 
or a number of countries, or from a static cross-country 
comparison at one point of time. 


The application of such techniques for estimating 
per capita income levels opens up a whole range of 
choices with regard to the selection of physical indi- 


cators, and of the countries to provide the “ obser- 
vations ”, as well as with regard to the nature of the 
mathematical relationship sought. 


In the present exercise, the “ observations ” were 


provided by income levels (expressed in United States ~ 


dollars at official exchange rates)? and physical indica- 
tors, in seventeen west European countries and in 
five of the most developed “ overseas” countries (the 
United States, Canada, Australia, New Zealand and 
Japan) in 1965. 


The selection of indicators 


The first step was to find appropriate non-monetary 
indicators which correlate well with per capita income 
levels. In the context of the present study, the following 
criteria of selection were applied. Firstly, since each 
indicator yields its own (“individual ”) estimate of 
income level (yi), it was desirable that the selected 
indicators should be available for all the countries 
under study. The comparability of the final estimates 


(=) where № stands for the number of indicators, 


/ 


is somewhat weakened for countries for which some 
indicators (and therefore also the corresponding “ indi- 
vidual ” estimates) are missing. This requirement seriously 
restricts the range of usable indicators. The choice 
is further limited by the obvious desideratum that the 
indicators be comparable between countries, i.e. that 
they do not differ qualitatively. In practice, this is an 
impossible condition to adhere to fully, and some 
compromises are unavoidable. The resulting bias acts 
in the direction of narrowing the true gap in income 
levels between the high income and the low income 
countries, insofar as higher income levels are associated 
with a better quality of goods produced and consumed. 


Thirdly, it is desirable that the selection of indicators 
should cover a wide range of social and economic 
aspects of development. The conceptual framework 
of the present approach does not involve building up 
an over-all income aggregate by adding up various 
sub-aggregates derived from a series of representative 
indicators. Indeed, in theory one perfect indicator 
would do. In practice, however, there is no such single 
indicator, since policies differ between countries with 
regard to the emphasis given to the various facets of 
development. In order to reduce such differences it 
seems helpful to rely, in the final account, on the average 
of a large number of “ individual estimates ”, possibly 
derived from a wide variety of indicators. 


In a preliminary investigation, some 36 indicators 
were examined. Of these only about 30, which showed 
at first glance a rather high degree of correlation with 


? The use of official exchange rates io derive estimates of 
gross domestic product in dollars introduces a factor of uncer- 
tainty but it is considered that its possible e‘fect on the results 
of the present study is not significant. The values converted 
at official exchange rates are used only as points of observation 
in the scatter diagrams and since the deviations of the official 
exchange rates from the real purchasing power ratios are not 
systematic, it is assumed that the shape of the curves would not 
be much different if more realistic GDP values were used. 
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income in—western countries at official exchange rates, 
were retained for further experimentation, ie. for 
curve-fitting. However, some indicators were merged 
to provide a composite index. This applied to consump- 
tion of textiles and of non-ferrous metals, where con- 


_Sumptions of wool, cotton and rayon yarns and synthetic 


fibres on the one hand, and those of copper, zinc and 
lead on the other, were weighted by their prices in inter- 
national markets. Consumption of energy from all 
sources (expressed in coal equivalents) is also a syn- 
thetic index, but these data are available from United 
Nations statistical sources. 


Rigid classification of the non-monetary indicators 
actually used for individual income estimates is not 
possible nor, for reasons already mentioned, parti- 
cularly desirable. As an indication of the wide range 
covered, it may be mentioned that there are 8 indicators 
which refer to industry and energy (consumption of 
steel, cement, sulphuric acid, non-ferrous metals, total 
energy, electric energy in industry, plastics and textile 
yarns), two to level of agricultural development (share 
of agricultural employment and milk yield per cow), 
three to food consumption (animal proteins, cereals 
and sugar), two to consumer durables (passenger cars 
and television sets), two to development of commu- 
nications (circulation of letters and telephone stock), 
two to cultural levels (paper consumption and student 
enrolment), one to housing conditions (persons рег 
room) and one to health (infant mortality in the second 
half year of life). 


The final test for the inclusion of an indicator (and of 
the corresponding income estimate) was whether or 
not an empirical cross-country relationship with income 
levels could be established, yielding a strong and sta- 
tistically significant correlation. As will be shown below, 
for every accepted indicator the correlation coefficient 
was at least 0.7 and in most cases it exceeded 0.8 (thus 
“ explaining ” about two-thirds of the total variance); 
in all cases its value was statistically significant at one 
per cent level (i.e. the correlation was definitely not due 
to sampling fluctuations). The values of 21 indicators 
used for the calculation of individual estimates of per 
capita GDP (and in the later stage, those of capital 
formation and consumption) are shown in Appendix 
Table 4.1 for 22 “western” countries and for 8 east 
European countries, including Yugoslavia.® 


Curve-fitting 


Ten types of equations were experimented with in 
order to establish a close mathematical relationship 
between per capita income levels (expressed in dollars 
at official exchange rates) and the various indicators 
in 22 “western” countries: 


y =a + bx 
y =a + bye cx 


8 Dispersion of indicators around their own mean varies 
greatly between indicators as can be seen in Appendix table 4.П, 
where coefficients of variation expressed in terms of the relevant 
means are shown for each indicator. 
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log y = a + b log x 


For each indicator an equation was eventually chosen 
which gave the highest coefficient of determination 
(or “explained” part of total variation), providing 
that the coefficients were statistically significant. The 
final estimating equations (or regression lines) for GDP 
values are shown in Appendix Table 4.II, together 
with the values of correlation coefficients (square root 
of the coefficients of determination), or correlation 
index as appropriate. The last column of this table 
refers to tests of significance, showing T values in the 
case of correlation coefficients and values of F in the 
case of correlation index (i.e. in equations of second 
degree). For 22 observations, the value of T greater than 
2.8 indicates statistical significance at one per cent 
level; for the same degree of confidence, the value of 
В ought to exceed 5.7: 


It will be seen that among those finally chosen, by 
far the most frequent type of equation is one in which 
the variables appear as logarithms, i.e. one in which 
the relative change of the income level is a function 
of a relative change in the value of the indicator. Only 
in two cases (electric energy in industry and sugar 
consumption) were the best results obtained from second 
degree polynomials. 


The correlations appear very strong. In ten cases, 
the indicators “explain” more than 80 per cent of 
total variation in income levels between countries. 
Even among the “worst” indicators (sulphuric acid, 
cement, milk yields), the correlation coefficients are 
around 0.7 explaining about a half of the total variance. 
It will be noted that all coefficients are statistically 
highly significant. 


The procedure was then repeated for capital formation 
(6 indicators) and consumption (15 indicators). For 
the former, all correlation coefficients except one were 
at least 0.8.9 Very good results were obtained for consump- 
tion, where for 10 indicators a correlation coefficient 
of 0.9 was found (see Appendix tables 4.Ш and 4.1У). 


9 Annual volume of housing construction was tested for 
correlation with capital formation, but it yielded a relatively 
low coefficient (0.49) which, moreover, was barely significant 
at 5 per cent level. 
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Obtaining final estimates 


The last stage of the exercise involved two steps. 
First “ individual ” GDP, capital formation and consump- 
tion estimates were obtained by substituting the values 
of relevant indicators for the x variable in estimating 
equations. This way, for each country 21 estimates of 
GDP, 6 estimates of capital formation and 15 estimates 
of consumption were obtained. For each country and 
for each of the three aggregates, an arithmetic average 
of individual estimates was then calculated, yielding 
the final GDP, capital formation and consumption 
estimates.1° These final values, which can be considered 
as expressed in “ average ” international dollar prices of 
1965, are shown in Appendix tables 4.V, 4.VI and 4.УП. 


It is of interest to examine, for each country, the 
dispersion of “individual” values around the mean 
estimates. Intuitively, one feels the final estimate to 
be more reliable the smaller this dispersion. If the 
individual estimates could be thought of as a random 
sample of some universe of indicators, the reliability 
of their average (i.e. of the final estimate) would also 
be a function of the size of the sample (i.e. of the number 
of indicators of individual estimates). Of course, this 
assumption is not true, but it is nevertheless interesting 
to test the combined influence of the dispersion (i.e. 
variance) and of the sample size, by calculating stan- 
dard errors of mean estimates by conventional methods.!! 
These standard errors are shown in Appendix tables 4.V, 
4.VI and 4.УП both in dollars and as percentages of 
the relevant final estimates calculated so as to yield 
“ confidence limits” at 5 per cent significance levels.12 
The percentages should be read to mean that had we 
been dealing with random samples of indicators, there 
would be a 95 per cent chance that the true values of 
GDP, capital formation and consumption lie between 
the given percentage limits. They provide interesting 
information on the relative accuracy of the results as 
between countries and as between the various aggre- 
gates under study. It is important to note that the GDP 
and the consumption estimates are subject to a much 
smaller degree of error than the estimates of capital 
formation. At the same time, the final estimates obtained 
for east European countries appear to be based on a 
much wider spread of individual values than those for 
western countries. Moreover, within the latter group, 
the variance is considerably smaller among the more 
than among the less developed countries. 


10 Other averages (geometric means and median) were also 
experimented with. The differences were rather small, and data 
based on arithmetic averages were eventually retained, since 
they lend themselves best to tests of statistical significance. 

standard deviation 

Ре. using the formula! =< ————<— ~ (where № stands 


for the number of indicators) 


12 This value is 1.96 standard error in large samples, but 
somewhat larger for smaller samples. In the present exercise, 


Seas 

the last column was calculated according to formule == 
у 20 

| ; 5.4. 
x 2.1 for GDP, ; ‹ 2.6 for capital formation, and ——= 
y 5 у 14 


2.1 for consumption. 


pelt et a ein ieee oe el se ee 


(iii) The results 


Western countries 


Estimated income levels in “ western” countries in 


1965 are shown in the last column of table 4.1 as devia-- 


tions from the level estimated for the United Kingdom. 
These can be compared with the relatives based on 
national accounts data converted into dollars at the 
official exchange rates prevailing in 1965 (shown in 
column 1), and with the OECD estimates, shown for 
10 countries in column 2. The latter refer to the original 
Gilbert-Kravis GNP estimates for 1955 extrapolated 
to 1960 and, subsequently, to 1965, by the application 
of trends in GNP at constant prices, based on national 
statistics. 


TABLE 4.1 


Relative real income levels in western countries, 1965 
(Index numbers, United Kingdom = 100) 


Official ECE physical 
exchange OECD indicators 
Country rates @ estimates 8 estimates @ 
Аа а о nai 7 Е 76 
Belgium-Luxembourg ...... 99 98 98 
Denmark tee ae ae se 118 103 94 
Finland: fen ce oe ee 97 Ee 82 
BLANCO Mee eect ee eee 107 99 84 
WesterneGenmeany, eee -. 106 110 96 
GTCECE MASE cee eee 38 нь 39 
Treland est eee 52 $: 64 
ао ела ee ae 57 68 62 
INetherlands!) ее: 85 90 93 
оао 106 103 86 
Ва 23 = 38 
Spain]. и seen ae 38 49 
и р ое опа 141 1 
уе ар serrate 126 97 
а кие 16 ae 17 
United Kingdom ......... 100 100 100 
Napanee aoe eee ere ee 48 5 67 
бара а а 139 105 115 
Winited Е ase seer 197 147 135 
Ааа ео нь 114 a 98 
INeweZealandenn i eee oe 111 96 


Sources: United Nations, Yearbook of National Accounts Statistics, 1967; 
Gilbert and Associates, Comparative National Products and Price Levels, OEEC, 
i958; A. Maddison, “Comparative Productivity Levels in the Developed 
Countries ”, Banca Nazionale del Lavoro, Quarterly Review, No. 83, Decem- 
ber 1967; and Appendix table 4.V. 


@ Gross domestic product at market prices. 
> Gross national product at factor cost (at 1965 United States relative prices), 


It will be noticed that except for western Germany, 
the direction of the adjustments to the data based 
on Official exchange rates brought out by the present 
study are the same as those emanating from the OECD 
estimates. Thus for Belgium, Denmark, France, Norway, 
Canada and the United States, both the ECE and the 
OECD relatives are lower than those based on 
official exchange rates, whereas for Italy and Nether- 
lands, the former are higher than the latter. 


Secondly, comparing the official exchange rate data 
with ECE estimates, it appears that the spread in income 
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levels. between countries is smaller in the latter (it is 
also somewhat smaller than that of the 10 countries 
covered by the OECD study).13 This is largely due to 
the downward adjustment brought out by our data 
for the most developed countries such as the United 
States, Canada, Sweden and Switzerland. At the other 
end of the scale, Spain, Portugal and Japan do better 
according to our figures, but Turkey and Greece appear 
to have maintained the relative income levels indicated 
by the official exchange rate data. 


Some narrowing of the range of income levels between 
countries was probably to be expected, for instance 
in relation to the United States. On the other hand, 
there might be some forces inherent in the methodo- 
logy which tend to reduce the differentials in income 
levels evaluated on the basis of non-monetary indi- 
cators; one has already been suggested in the discussion 
of the quality differences between indicators. It is clear 
that the short-cut method fails to reflect fully the weight, 
as well as the quality, of services in the high income 


13 It is interesting to note (see Appendix table 4.V) that in 16 
out of 22 western countries the difference between the official 
exchange rate data and ECE estimates of GDP levels is significant 
at 5 per cent level. 


countries. Finally, the small weight of the countries 
(i.e. observations) at the extremes of the income range 
means that the shape of the curves drawn to establish 
the relations between income levels and indicators is 
largely determined by the countries in the middle of 
the range. This might tend to reduce the position of 
the more developed countries in relation to the others. 


Thirdly, the ECE physical indicators estimates change 
the relative position of several countries within the 
middle range of incomes. Thus the ECE estimates of 
incomes in Denmark, France and Norway appear much 
lower in relation to income in the United Kingdom 
than when measured by official exchange rates. The 
Netherlands appears to be above rather than below 
Norway, and France below both the United Kingdom 
and western Germany. 


Relative levels of per capita consumption and capital 
formation are shown in tables 4.2 and 4.3. The ECE 
estimates of relative consumption levels differ from those 
based on official exchange rates quite significantly 
and, generally, as must be expected, in the same direc- 
tion as the GDP estimates. The ECE estimates of capital 
formation in many countries show still Jarger differences 
from exchange rate estimates. As already pointed 


TABLE 4.2 


Relative levels of consumption® and capital formation ® in western countries, 1965 
(Index numbers and percentages) 
eS ee ee ee ee ee 


Consumption 


Capital formation 


At official 
exchange 
rates 


ECE physical 
indicators 
estimates 


Share in total © 


At official 
exchange 
rates 


ECE physical 
indicators 
estimates 


ECE physical 


National indicators 


Index numbers 


data estimates 


Index numbers, 


Country United Kingdom = 100 United Kingdom = 100 Percentages 

О ercrec eres, to eee cacao 64 1p? 101 9] 26 26 
Belgium-Luxembourg ......... 94 91 119 113 22 26 
ета Aare Asi ankles 113 101 144 83 pip) 19 
inland arene НЕЕ 86 78 140 95 26 26 
тапсе creek nor mere 101 81 129 94 22 20 
WesterniGermiany и.о... 93 89 55 118 27 27 
О В ЖА О eon 39 39 50 43 22 24 
о а rae eee 55 71 59 59 19 19 
ето ОИ 58 58 64 i! 20 27 
Netherlands’ о. Tal 98 118 88 25 20 
INKOINVENE FSS eo ее 91 87 167 113 29 27 
POntuigalme ооо оовозаво Е 24 40 22 35 17 20 
Spain ae и, 36 46 48 64 23 28 
SWEdenlnwe ce ese ee cil rreene 132 107 181 130 23 26 
Switzerland =e casein. ete 110 96 197 117 28 26 
PEK О обо ВЕ 17 20 2 {1 14 13 
Wnited > Kingdom aa. accra 100 100 100 100 18 22 

С 38 65 85 80 33 26 
en See Ot eae one 126 110 187 129 25 25 
Winited ЕЯ saris 195 37 190 128 18 21 
ТО Е Е 102 98 172 104 Di 23 
Ме Zealand ен 102 104 146 74 24 И 


Sources: United Nations, Yearbook of National Accounts Statistics, 1967; and Appendix tables 4.VI and 4.УП. 
@ Private and general government consumption expenditure at market prices. 


$ Gross domestic fixed capital formation at market pric 


LS. 


с Sum of capital formation, and private and government consumption. 
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TABLE 4.3 


GDP, consumption and capital formation in western countries in 1965 
(Percentage deviations of ECE estimates from national accounts) 


—_ ды 


Relative 

adjustments 

Capital in consump- 

GDP Consumption formation tion and 

- === т capital 

Country Percentages formation % 
АГА ось +15 -|- 12 НЕ, 0.96 
Belgium-Luxembourg +6 —3 +20 0.81 
Denmark] +... —15 —10 —26 thse 
а. —9 —9 —13 1.05 
Рае еее —16 —19 —6 0.86 
Western Germany . —3 —4 —3 0.99 
а +12 +] +11 0.91 
т а ро от +31 +28 +28 1.00 
CALS еее +17 +1 +55 0.65 
Netherlands ....... +17 +28 —4 Пас 
о - —13 —5 —13 1.09 
Portugaleeee a. ae +81 +71 +110 0.81 
брани asics a +38 +29 +73 OMS 
Sweden о: —14 —19 —8 0.88 
Switzerland ....... —18 —13 —13 us} 
Murkeye sac tcrnr « +18 +19 +15 1.03 
United Kingdom .. +7 0 +29 0.78 
ЗАРА iste nro +49 +69 +21 1.40 
Ganadamtiee i. viscera: —11 —12 —12 1.00 
Waited States) ..... —27 —11 —13 ih oy 
ЕЕ eee eerie —8 —4 —22 Ц 
New Zealand ...... —8 +2 —34 55 


Sources: Appendix tables 4.V, 4.VI and 4.УП. 
@ Ratios of respective indices. 


out, the ECE estimates of capital formation are subject 
to substantially bigger error than those of GDP or 
consumption; the nature of the indicators available 
(which do not, for example, take into account important 
differences in import and export proportions for capital 
equipment) inevitably reduces the usefulness of this 
experimental and short-cut approach as a direct way 


of estimating capital formation. Nevertheless, the 
adjustments go some way towards reducing the often 
implausibly large inter-country differences in capital 
formation per capita displayed by exchange rate com- 
parisons. The implication may be that inter-country 
price differences (or quality differences) are consider- 
ably greater for capital goods than for consumption. 
Other factors, including differences in methods of esti- 
mation, may also affect the comparability of statistics 
of capital formation in national accounts. 


Eastern Europe 


EEC physical indicators estimates of relative per 
capita levels of real income, capital formation and con- 
sumption in eastern Europe are shown in table 4.4 in 
relation to the levels estimated for the Soviet Union 
in 1965. The range of real incomes appears quite wide, 
those of eastern Germany and Czechoslovakia being 
almost exactly twice those of Romania and Yugoslavia. 
A similar spread was found for capital formation and 
consumption levels. Since the Soviet Union has the 
highest investment rate, its position vis-d-vis other 
countries differs quite markedly for capital formation 
and for consumption. For the former, the highest 
levels registered in eastern Europe—in eastern Germany 
and in Czechoslovakia—appear to be about one-fifth 
to one fourth higher than in the Soviet Union, but the 
gap is much wider for consumption. Poland and Hungary 
show, respectively, per capita consumption levels equal 
to and higher than those of the Soviet Union, but their 
rate of investment is distinctly lower. 


Broadly speaking, these results are in line with va- 
rious estimates made in the countries of the агеа.14 
The CMEA figures, shown in table 4.4 for 1963, are 
not quite comparable with the ECE estimates as they 


14 They differ widely, however, from the results obtained 
by W. Beckerman (op. cit.). In his study the levels of private con- 
sumption in 1960 were equal in Poland, Romania, Hungary and 
Yugoslavia, and about one-third below that of the Soviet Union. 


TABLE 4.4 


Relative levels of real income, capital formation and consumption in eastern Europe and Yugoslavia, 1965 
(Index numbers, USSR = 100) 


ECE physical indicators estimates 
(19 


CMEA estimates (1963) 


Gross Fixed 


Total (Material) 


domestic capital consump- (Material) national (Material) consump- 

Country product formation tion income investment tion 
Bulgatiae ciara aera 83 78 87 About 90 67 99 
Czechoslovakia) 20.0 .cen ans 6 136 124 143 110-120 91 138 
astern (Germany, joa. eee 136 120 146 About 140 80 150 
Нова ео ие 96 80 109 90 63 110 
Boland’? о cate eaerrnree 94 87 99 90 62 106 
INOMANIAUE tie cree re 66 63 71 60-70 60 
SOvicteUNnionenrren aerate 100 100 100 100 100 100 
WRUECMEMIEN Gabocnooncwoouucne 66 59 73 


Sources: Sopostavlenye urovney ekonomicheskovo razvitia sotsialisticheskikh stran, Moscow 1965; and Appendix tables 4.V, 


4.УТ and 4.VII. 
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refer-to net material concepts of income and its sub- 
aggregates. It should also be borne in mind that CMEA 
data were presented as approximative and preliminary, 
and that they refer to “ bilateral” comparisons with 
the Soviet Union and should not, in principle, be used 
for other comparisons. This may explain some apparent 
inconsistencies between the three aggregates. For instance, 
the income level of Czechoslovakia seems much lower 


than warranted by the combined effect of investment 
ani consumption. 


Capital formation data, emanating from the ECE 
exercise, can be related to the sum of capital formation 
and consumption, or “distributed national income ” 
according to the east European terminology. It will 
be seen that fixed capital formation appears to amount 
to around one-third of total income in most countries, 
the range varying from 28 per cent in Hungary to 35 per 
cent in the Soviet Union. The last column of table 4.5 
shows the shares of net fixed investment in net material 
product at current prices. For several reasons, however, 
these are hardly comparable with ECE estimates. 
First, there are differences in coverage. In “ gross” 
terms, the shares of fixed investment would rise according 
to official statistics to 27.7 per cent in Poland and to 
31.2 per cent in Hungary. A further upward adjust- 
ment would be needed to account for the fact that, 
outside Poland and eastern Germany, uncompleted 
investment (work in progress) is counted as stock and 
not as fixed investment. As against this, the share of 
investment would be somewhat smaller if related to 
the service-inclusive concept of national income. On 
the other hand, national data at current prices are 
known to underestimate somewhat the share of invest- 
ment, since the so-called turnover tax element of price 
(representing largely the amount of profit) tends to be 


TABLE 4.5 


Shares of fixed capital formation in eastern Europe and 
Yugoslavia, 1965 


( Percentages) 


SS 


ECE physical 
indicators 


Country estimates @ 


National data 9 


ВОВА ен, Meena ere 32 14.8 
(ZECIOSLOVE Kal Я аланов 32 8.9 
Jeena (бо Gaoccnen oes 31 16.3 
На iets ac nye ev rae 28 15.8 
Poland) Е. 32 5 
INOMANIA Rapist te arin ak Sarees 32 

ИЕ WING nan eaten 35 14.4 
NW USOSIAVIAME о о 30 29.6 


Source: United Nations, Yearbook of National Accounts Statistics, Appendix 
table 4.VI. 


@ Share of gross fixed capital formation in the sum of fixed capital forma- 
tion, and private and government consumption. 


5 Share of net fixed capital formation (accumulation less changes in stocks) 
in net material product, at current prices. 


levied on consumer goods. According to the calculations 
made by the Central Statistical Office of Poland, more 
even distribution of this tax would tend to raise the 
share of gross investment (in national prices) to 31.9 per 
cent in 1960.15 However, the price reforms undertaken 
in the 1960s in most countries of the area have appar- 
ently reduced the incidence of this distortion. Never- 
theless, all in all, it would seem that our estimates are 
not necessarily inconsistent with the national figures 
corrected for comparability with the western concepts. 


15 Dochod narodowy Polski, 1955-1960, Warsaw 1962. 
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APPENDIX | 
Non-monetary indicators, 


ee На С ee eer ee 


Sulphuric Non-ferrous Electric Plastic р oe 
Steel у Сетет acid app. metals Energy ; pi A ы ат С жк ete peti 
oor т О chthea) “Teeicads” Ceaihaad) © (grams 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
ЕЕ № оке о о tee 286 535 32 166 2 630 tet 15.5 20.3 48.8 
Belziumeluxembourg о, 330 451 134 415 4 724 1.40 24.6 р 49.5 
TENN ALKA ее 361 411 48 83 4 172 0.50 23.0 26.1 59.6 
О оно оо бе ов 262 364 88 205 2 679 Deals) 23.3 16.0 5/2 
а ое Sahil 442 57 201 DTI 1:29 14.6 1957, 61.9 
WES GERMAIN? .o5dcncednncoane 540 55 66 289 4 234 По 28.0 24.9 50.6 
(ОО вооон ее ЧЕ 85 357 28 34 784 0.23 4.0 14.2 37.0 
О о ро р ees 81 320 56 60 2 284 0.36 12.0 20.2 56.1 
В О оно 235 399 56 115 1 787 0.91 11.8 13.4 35.0 
еее 313 365 87 120 23 Al 1.09 18.2 25.3 51.1 
INOEWAV Ete ооо ais chats srs 365 340 31 167 3 588 6.85 19.6 25.0 50.2 
а Cee Ge ota tieit sete 74 147 46 39 521 0.31 4.6 1129 29.6 
Пра execs peer mech ae 194 373 53 Wi 023 0.58 6.2 10.0 28.0 
ее Soon oueers Gs octane aeeeeno kere 682 490 74 324 4 506 3.47 24.8 24.9 54.1 
Сеат а. 334 715 28 276 2 668 1.43 hes, ОЗ Sys) 
Я оо tonto teria oo 27 103 1 21 348 0.10 0.8 8.0 [Seo 
ОО 139 6 ogaewecucceoouere 424 309 60 349 5 151 1.42 14.9 27.3 ЗЕ 
Japan = Gare ое es 294 316 58 141 1 783 23 195 2529 24.6 
Сапа по. ee Soil 37 98 304 7 653 4.36 ae 22.6 62.3 
Winiteds М сооароовоооюсоеаооеча 656 339 119 381 9 201 2:75 23.5 29.4 65.6 
АНА ныне, ен Sebo es 514 340 82 312 4 795 ПИ 22.4 60.8 
ING ZACHIENINGL Conn oocvendeonasvouac 239 320 ah 96 2530 0.96 26.6 5.9 
ВО Ра ее о 152 285 39 96 Desi 0.68 4.0 ГЫ 27.4 
(СОЗ ЗЕТЗ Е росообозевонсонаюов 524 490 66 144 5 676 1.60 89 19.3 43.3 
ЕКО ви, СЕЛ occ ogwessooasa вое 439 335 57 203 5 460 ЩЕ! 12.8 20.9 47.3 
О gary ee cnet vce 220 203 40 114 2 812 0.74 4.2 37 37.9 
Ро: . 271 292 34 78 3 504 0.96 4.0 11.0 42.1 
Кота een ice aaa vase eee 206 201 28 39 22035 0.55 3158) she! 25.4 
SOWEE WING sccoscacpnodansodanc 376 289 Э7 117 Bro 51 9:9 13:2 29.0 
О о о Во 125 183 22 107 1 192 0.44 4.2 9.8 РАЗ 
Sources : and Building Statistics for Europe; for Australia and New Zealand: US Department 
Cereals: of Interior, Mineral Yearbook. 
FAO Production Yearbook 1967; Czechoslovakia and eastern Germany: Polish Stee! В 2 НЕ УВЕ ВОЗ 
Statistical Yearbook; USSR Statistical Yearbooks. Electric energy in industry: р 
ECE, Annual Bulletin of Electric Energy Statistics; OECD, Statistics of energy, 


Animal Proteins: 1953-1967. 
FAO Production Yearbook 1967; Socialist countries: Orszagos tervhivatal 1егу- hee 
gazdasagi intezet kézlemenyi, “i” fuzet. Television sets: baie 
3 Е United Nations Statistical Yearbooks. 
Infant mortality (deaths 6-11 months): 
United Nations Demographic Yearbooks. 


Active population in agriculture (share in total active population). 
FAO Production Yearbook 1967. 


Persons per room: о р Telephones per 1,000 inhabitants: 

United Nations Statistical Yearbook; United States, Abstract of Statistics. United Nations Statistical Yearbooks. 
Energy consumption: Domestic letters: 

United Nations Statistical Yearbook. United Nations Statistical Yearbooks. 
Cement: “ Cultural” paper: 


OECD, The Cement Industry Statistics, 1967; ECE, Annual Bulletin of Housing UNESCO Yearbooks. 
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International comparisons of real incomes 


147 


НЕ ИЕ 2 ae 


Active 


Infant 


2 ey й Student mortality 
Sugar Milk yield ae hs x Domestic enrolment (deaths in 
Cereals consumption per cow culture (, per 1,000 и e ( о и : he ee Е ele 
( et a ( о ( ache ( Е мг ( к. и ии о _ т а ie 
(16) (17) (18) (19) (20) (21) 
271 41.5 2 891 20 98 25.9 114.3 139.0 90 0.91 Bee 109.0 
237 31.2 3 866 6 161 КД 233.6 167.2 128 0.62 Deal 137.4 
205 56:5 3 946 15 227 46.0 126.3 286.7 Di 0.69 133 156.5 
255 43.4 3875 32 159 42.5 84.1 ПВ 2 110 31 1.4 98.6 
247 За. 2 980 18 131 30.6 147.4 125.0 169 1.01 Dee 196.2 
203 36.1 3 642 11 193 395 146.0 149.1 82 0.88 2.0 157.0 
386 17.4 990 58) — 10.6 30.2 59.4 90 1.45 aS) 1192 9 
277 60.9 2 308 32 114 20.0 Op) fan 103 0.90 2.0 99.2 
356 21.2 2790 25 117 ПИ 101.1 116.0 80 1.14 4.4 106.1 
200 58.9 4 207 9 72 48.0 194.4 191.3 165 0.76 Г. 3 103.6 
204 46.2 3 240 18 131 39.1 116.5 243.9 76 0.77 НЫЙ 125.0 
344 203 2 887 40 20 6.5 40.6 59.8 47 Но 13:7 26.5 
284 22:5 1 500 34 55 9.4 76.6 87.7 55 0.93 5), 3 25.5 
190 40.5 3583 12 270 56.5 172.4 437.9 116 0.83 1.0 2309 
244 52.8 3 370 10 104 58.2 245.8 380.0 62 0. 69 1.6 142.2 
611 с 16.0 620 72 0.1 Dal 10.5 eS 39 2.30 25.01% 2-8 
215 sist) 2) TH 4 248 44.9 196.7 194.5 110 0.67 Ты. 167.5 
394 19.9 3 228 Di 183 ОИ 95.3 142.9 123 1.20 eB) OM oA 
184 46.7 2 881 11 271 48.1 233.3 3795 235 0.70 od 269.3 
168 48.2 3 665 6 362 WES 361.1 481.4 404 0559 1.6 386.8 
236 58.2 РИКО 10 172 45.6 1959 247.4 161 0.70 1.8 254.7 
236 50.0 2,939 13 156 43.0 203.1 388.3 183 0.70 2.4 Ziel 
521 33.4 1 741 59 23 Gna) 20.8 34.0 95 1.507 4.6 leo 
351 42.6 2 078 16 149 8.6 139.4 105.3 94 1.30 Die, DOR 
274 SQ) 2 982 19 177 Sea 74.5 97.0 ith i 30 38.7 
374 59 2 214 31 82 10.1 DSO) 55.8 68 1.42 Зы! 10.0 
392 36.5 252 42 66 5.5 S76 41.1 93 1.66 4.7 7:8 
520.4 18.7 1 480 59 26 6.6 18.0 24.9 76 ES 5.8 Зы 
424 43.5 1 600 33 68 8.4 MI 19.0 157 TRO а» 429) 
526 PH Wer) il BPA 38, 30 6.8 52:9 21.3 82 oe) 12) 9.6 


Student enrolment per 1,000 population aged 20-24: 

UNESCO Statistical Yearbooks, and national statistics (for eastern Europe). 
Consumption of sulphuric acid: 

ECE, Market trends and prospects for chemical products, 1969. 
Plastic materials, regenerated cellulose and artificial resins, consumption : 

See “sulphuric acid”; for eastern Germany and Czechoslovakia: production 
data; for Hungary: estimate based on 1964 figure on the increase in production. 
Sugar consumption: 

Sugar production, plans and consumption trends, 1965-1971, London 1968. 
Milk yield per cow: 

FAO Statistical Yearbooks. 


Textile consumption : | | 
Quarterly Bulletin of the International Cotton Advisory Committee, April 1967. 


Consumption of non-ferrous metals : й 
World Metal Statistics, 1966 (partly estimated for some countries on the basis 


of production figures and trends). 


Passenger cars: 
United Nations Statistical Yearbooks; Bulgaria, Romania, USSR: estimates 
based on Verband der Automobilindustrie E.V. Tatsachen und Zahlen, 1965/66. 


Norte. — In most cases, consumption data refer to “ apparent consumption ”, 
i.e. production plus imports minus exports, and ignore some or ail changes in stocks. 

а “ Units ” consists of consumption of copper, zinc and lead, weighted by average 
prices in world markets in 1965. 


> Consumption of cotton, wool, rayon and synthetics, expressed in cotton 
rayon 1/4 wool = 1/4 synthetics). 


equivalents (cotton = 
с 1960-1961. 
@ Estimated on the basis of the 1963 figure. 


€ Newsprint and paper used for books. 


f As given in population censuses taken around 1960. 
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APPENDIX TABLE 4.II 


GDP, 1965: Estimating equations 


Coefficient of 


variation of x Coefficient 

Non-monetary indicator Number of as percentage р г р or index * Value oF, 

Description @ observations ох Estimating equation of correlation Гог Е = 

У Ооо GoGcnavcassgoouv cue 22 Is) log y = 1.4214 + 0.714 log x 0.91 9.49 
Семеро eae nora sees 22 34 log y = 0.3348 + 1.094 log x 0.71 4.46 
ЗИ 5 собобоососоюы seme: 21 Si log y = 2.4236 + 0.423 log x 0.66 3.80 
УЕ ОКО Е meer rr neice 22) 64 log y = 1.76956 + 0.637 log x 0.86 ЗИ 
MOtalmener gy в. о 22 66 log у = 0.6590 + 0.729 log x 95 137,37) 

Electric energy in industry ........... 22 98 y = 1149 x — 139 x? + 464 Or 16,422 
а о Ро бе es Lo core cards tener es 19 49 log y = 2.3869 + 0.654 log x 0.89 7.84 
Ех НЕ о ое 22 29 log у = 1.2065 + 1.495 log x 0.84 6.93 
ар Go cuacapoos sodden. Lud 22 30 log y = 0.6871 + 1.475 log x 0.88 8.31 
те. 22 97 log у = 7.6125 — 1.854 log x —0.90 9.29 

SU eater ое ние ое 22 36 у = 215.9 — 2.395 — 2.005 0.72 т 18.83 * 
Е НО ооо ое Боро ооо One 22 32 log у = —0.2131 + 0.978 log x 0.73 4.75 
Agricultural employment ............. 22 78 log у = 3.4614 — 0.0143 x —0.89 8.53 
И Е Reh cette ie Ор 21 54 Е Пе: 0.85 6.91 
О Ио ро 22 53 у = 194.7 + 41.1 x 0.95 14.18 
SELLS оо sale ae sat wehbe ace 22 5 102 у = 1.6566 Г 0.719 logic 0.91 9.70 
Telephones. ео наенА 22 65 log у = 1.6478 + 0.68 log x 0.92 10.81 
Student enrolment 2. aeeades > escent ee 22 63 y = —3.524 + 2.530 log x 0.75 5.00 
PeLsOMs! per TOOM! vei. ses seems 22 40 log у = 3,0702 — 1.55 log x —0.80 6.012 
Infantemontality--mrrmmner coool. 22 144 log у = 3.4323 — 0.728 log x —0.89 8.59 
RASSENGEL=“CATSie есть. 22 70 у = 586 + 7.39 x 0.915 10215 


me ee 


а For more detailed descriptions, see Appendix table 4.1. 
5 Values of T equal to 2.8 and those of Е to 5.7 correspond to 1 per cent significance level. 


APPENDIX TABLE 4. Ш 


Capital formation, 1965: Estimating equations 


ee ,————————/—/ А ——А—/—/—/—„А/—«,/А/—„—А/—/—С/„ д —————ШД————д———_—д—д—д—к————_ 


< Number of Coefficient 
Non-monetary indicator observa- of correla- 

Description tions Estimating equation tion Value of T® 
Ако 22 log у = 0.4818 + 0.836 log x 0.91 10.10 
Cements aa осели оне wp log y= 1.097 + 1.41 log x 0.79 5.68 
Sulphuric acid) сосен ьь и log у = 1.6379 + 0.508 log x 0.68 4.04 
INon ferrous ея yee 22 у 48273) =- 399.5 log x 0.82 5.99 
ARON ОИ Goan otand0e ох 22 y= Lalo? =] 43556 log x 0.85 LO 
Electric energy in industry ... 21 log у = 2.4852 + 0.619 log x 0.84 6.77 


@ Values of T equal to 3.7 correspond to 1 per cent significance level. 
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APPENDIX TABLE 4.1V 


Consumption, 1965: Estimating equations 


NS 


Number of 
Non-monetary indicator observa- Coefficient 
Description tions Estimating equation of correlation Value of T% 
Е ое и 19 log у = 2.3434 + 0.596 log x 0.85 6.63 
А ев 22 log у = 1.2453 © 1.379 log x 0.82 6.36 
Animal proteins ............... 22 log y = 0.6622 + 1.423 log x 0.90 9.04 
и 22 log у = 7.288 — 1.762 log x —0.90 9.47 
15.39 
ом к Е —0.84 6.92 
x 
IML yield esiraciann ate taco 22 log y = —0.0575 + 0.899 log x Oat 4.47 
Agricultural employment ....... 22 log y == 3.3273 — 0.013 x —0.87 7.99 
С ое 21 у = 308 + 6.07 х 0.86 38 
о rice cian Sa wanna es 22 р = IMG Se 20:9 oe 0.94 15 
[Wek AoA оо 22 log y = 1.6401 + 0.674 log x 0.90 9.12 
Mele phones не 22 log y = 1.6440 + 0.631 log x 0.91 9.54 
Student enrolment а. 22 у = 492 + 5.99 x 0.77 5.45 
Personse ре и. 22 log у = 2.9643 — 1.477 log x —0.81 6.13 
Infant mortality ©. 0-7 2 ae 22 log y = 3.3017 — 0.673 log x —0.87 (ote 
IPASSengen Cars) о: 22 у = 430 | 5.759 x 0.93 2 


а Values of T equal to 2.9 correspond to 1 per cent significance level. 
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APPENDIX TABLE 4.V 


Per capita gross domestic product, 1965 
(In dollars) 


i 
“ Confidence 
limits” at 

5 per cent signifi- 


ECE physical cance level (as 
At official indicators estimates Standard error percentage of 
exchange rate in “ average” of estimate average 
Country in 1965 prices (dollars) Ч estimates) Ч 

А Ао о 19273 1 459 5 Sete) 
Belgium-Luxembourg ................ 1 782 1 886 74 +8 
Denmatkeens sate rate oie nae een 282 1 820 76 — 
Ва ем. 1 750 1 585 87 +11 
| SLED CY voce ооо CMR ore OTAGO OZ 1 922 1 616 58 +8 
Westermp бета. 1 913 1 854 64 7 
(GTCECE Bee ie cas Oise ее 677 758 63 +18 
Wneland tases а 943 1 239 66 +11 
ао ее 1 021 1 190 50 +9 
Netherlands: gis oere ets ncieveter eyes NS chavs 18537 1 796 64 +7 
NORWAY еее. 1 910 1 668 58 Sei 
Rortuea lige cacy aie aces nr ems oe 405 733 57 +16 
И Bia Gergen ооо Meme arom cae oor 680 939 55 +12 
S Wed mM ee acer ое 2 536 Datel 86 +8 
SWILZer Е оо wes coe hu etme о И! 1 863 105 +12 
СЫ ЗО Е о а, пос 284 333 25 +16 
ОИК! ОВ оБороссобооолавовос 1 802 1 929 73 +8 
Japan perry не 868 1 293 92 +15 
Canada ве 2 500 2 218 90 +9 
О Statesernce trainee 8 555 2 597 126 +10 
Ааа о 2 057 1 889 71 +8 
INewaZealand amr. eh ee eed sche 1 999 1 850 107 +12 
Ве а ее ey, 877 87 +21 
(САУ ИО МЕТА, собоововововосовивоно 1 427 110 +16 
вазе Germanys erninntaeieeiaee 1 437 92 +13 
ОИ ооо ооо ое о о ть 1 015 73 +15 
Polandan aces oer nein cotinae: te 989 93 +20 
NOMAD peer aie obama eoierettese 697 63 +19 
SOvicteUnioneer acdc ee eons 1 053 121 +24 
МОРОЗА а 692 55 +17 


@ Based on the assumption of randomness of the sample; see text. 
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APPENDIX TABLE 4.VI 


Per capita gross domestic fixed capital formation, 1965 
(In dollars) 


a 


“ Confidence limits ” 


ECE physical at 5 per cent 
At official indicators estimates significance level 
exchange raie in “ average” Standard error of — (as percentage of 
Country in 1965 prices estimate (dollars)* average estimates) 4 
о, евр ИНЬ 326 381 42 +29 
Belgium-Luxembourg ............ 386 464 31 +17 
И о и 465 345 41 +31 
inland tery о orcs noe 454 397 27 +18 
IAT ANCE MP Mian eed: NE ee sen mee 417 393 17 +11 
WeEStenminG@renmiany sae sense 503 490 37 +20 
а 163 181 33 +47 
relat Me ats occ о 192 246 39 +41 
aly, ssc iaisn notes os. ne nee 208 323 13 +11 
INetheriandsy: 2... eee cn ee 383 369 18 +13 
INORWAY Berchet oe Rr i ys 542 469 111 +61 
И а ce ees 70 147 BS +59 
SDA оо nee oe 155 268 23 +22 
ее ее 588 543 49 +23 
Вера 639 489 94 +50 
BRUEK CV о а 39 45 10 +56 
Uniredekanpdomi semen ae ince 324 417 44 +27 
ара о. 274 332 16 +12 
(аа ори aera Ay ihe ie en 606 536 5 +28 
еее. 616 535 55 +27 
та а оо 558 433 44 +27 
INGWa Zealand с 473 310 16 +13 
в ра Па СО к 274 26 +25 
Gzechoslovakia, и. an 437 36 +22 
ТЕ, (ов onecoeancopnme ce us 422 37 +23 
ERIM PAR о. Bye 282 35 +32 
ОО а se ee ae eee Ss 306 29 +25 
ROMAN AE our: aac eo ene oe 223 29 +34 
SOVICtRUMIOM Ea. Meee eis shee on 353 35 +26 
НЕЕ arc owe axeretccraeich cette xe 208 29 +36 


4 See footnote to Appendix table 4.VII. 
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APPENDIX TABLE 4.VII 


Per capita total consumption, 1965 
(In dollars) 
en ——А————————_—о—0——__—_—д—_ 
“ Confidence 


> 


limits” at 
5 per cent signifi- 
ECE physical cance level (as 
At official indicators estimates Standard error percentage of 
exchange rate in “ average” of estimate average 
Country in 1965 prices (dollars) Ч estimates) % 

РА а. 944 1 061 27 +5 
Belgium-Luxembourg .......---.+++++: 1 390 15351 65 +10 
Пера Ree ironic нь. 1 666 1 493 42 +6 
inland eee cee ek oie ооо 1 270 1 156 76 +14 
IEPAN CO area ere ae hie rar ere iene aeacorensls 1. 482 1 198 55 +10 
WresternsGermany) вес: 10375 1 319 52 +8 
(И а Saas Paani are ere 574 582 49 +18 
ЕО ye nie ee но 811 1 044 68 +14 
IMAM, mo gantaondpdanennen conconancscmnr 851 860 41 +10 
ее ава еее. 11137 1452 53 +8 
ЛИ a6 caundaddddaanchocmmanccmoank 1 346 i 285 45 +7 
Orel % oaoame sooqeso pApaqdoddacaad 350 597 50 +18 
eet sancnde ac зово я абв ооо ое 526 680 42 +13 
S Weenie ее 1 944 1579 78 +10 
Switzerlandieseyia cra ov ea eieker eekleastauel soa 1 621 1 418 80 +12 
оке ео 249 296 35 +25 
т invent wy poomecadob.c od cama 1 474 1 477 58 +8 
IFRS 50S aOR и tone nae 566 955 92 +20 
а о ое 1 862 1 638 69 +9 
Winited States? ое: 2 281 21023 125 +14 
Ата На о eater 1 506 1 451 61 +9 
News Zealand eae serena wareiteuset aa eats 1 505 1 538 80 +11 
Ва ое. Не 573 66 +24 
€zechoslovakia® еее еее и 935 73 +16 
BasterniGermany зоо Gases ae 959 55 +12 
WAU SATY tira. ols orc sarcxs SG erentS oraaresons on 715 52 +15 
Ро oe 646 64 +21 
и ele ee aero e. 464 44 +20 
ЗОО sc acce sche. ocicle srs or 655 86 +28 
УГОНЕ Bonbeondaoncns barcnnirn nd: 479 44 +19 


@ See footnote to Appendix table 4.У. 


OTHER RECENT ECE PUBLICATIONS 


Recent publications by the ECE secretariat, in addition to the annual Economic Surveys of Europe 
and the trade reviews contained in the Economic Bulletins for Europe, have included: 


Incomes in Postwar Europe: A Study of Policies, Growth and Distribution (Economic Survey of Europe 
in 1965, Part 2) 


Sales No.: 66.П.Е.14 Price: $(US) 6.50 Published in 1967 


Macro-economic Models for Planning and Policy-making 
Sales No.: 67.1.Е.3 Price: $(US) 2.50 Published in 1968 


Policies and Means of Promoting Technical Progress 
Sales No.: 69.П.Е.7 Price: $(US) 2.50 Published in 1969 


Methods of making import/export projections (Economic Bulletin for Europe, 1967, Volume 19, No. 2) 
Sales No.: 68.П.Е.5 Price: $(US) 1.50 Published in 1968 


Note on institutional developments in the foreign trade of the Soviet Union and eastern European countries 


A note on the New Delhi session of UNCTAD and implications for international trade of changes in technology 
and industrial structure (Economic Bulletin for Europe, 1968, Volume 20, No. 1) 


Sales No.: 69.П.Е.3 Price: $(05) 2.50 Published in 1968 


Economic development in the Byelorussian SSR 


Foreign trade developments in southern European countries (Economic Bulletin for Europe, 1968, Volume 20, 
No. 2) 


Sales, Мо.: бо Price: $(US) 1.00 Published in 1969 


Trade dependence in European countries, 1953 to 1967 


Industrial co-operation as a factor in the growth of east-west European trade 
New uses of steel in the developing countries (Economic Bulletin for Europe, 1969, Volume 21, No. 1) 


Sales No.: 70.П.Е.3 Price: $(US) 3.00 Published in 1970 


Multi-level planning and decision-making 
Sales No.: 70.П.Е.2 Price: $(US) 3.00 Published in 1970 


Se SA ЗЕЕ ан ЧЕН Е РУССКИЕ ЧЕ Га ЕЕ 


HOW ТО OBTAIN UNITED NATIONS PUBLICATIONS 


United Nations publications, may be obtained from bookstores and distributors throughout 
the world. Consult your bookstore or write to: United Nations, Sales Section, New York 
or Geneva. 


COMMENT SE PROCURER LES PUBLICATIONS DES NATIONS UNIES 


Les publications des Nations Unies sont en vente dans les librairies et les agences 
dépositaires du monde entier. Informez-vous auprés de votre librairie оу adressez-vous a: 
Nations Unies, Section des ventes, New York ou Genéve. 


КАК ПОЛУЧИТЬ ИЗДАНИЯ ОРГАНИЗАЦИИ ОБЪЕДИНЕННЫХ НАЦИЙ 


Издания Организации Объединенных Наций можно купить в книжных магазинах и 
агентствах во всех районах мира. Наводите справки об изданиях в вашем кинжном 
магазине пли пишите по адресу: Организация Объединенных Наций, Секция по 
продаже изданий, Нью-Йорк или Женева. 


COMO CONSEGUIR PUBLICACIONES DE LAS NACIONES UNIDAS 


las publicaciones de las Naciones Unidas estan en venta en librerias у casas distribuidoras 
en todas partes del mundo. Consulte a su librero о dirijase a: Naciones Unidas, Seccién de 
Ventas, Nueva York o Ginebra. 


Printed in Switzerland Price: $U.S. 2.50 United Nations publication 
0342—January 1971—3,745 (or equivalent in other currencies) Sales No.: E.70.11.E.1 


Reprinted in U.N. E/ECE/7 
71—04882—March 1971—2,825 ie ee 


